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FOREWORD 


The Indian Railways were pioneers in the field of Railway 
Statistics, and it is in every way appropriate that this book 
on Indian Railways by an Indian Professor should deal in 
detail with the statistical position of the Railways, and that 
it should found its arguments so largely on the annual reports 
of the Indian Railway Board. For nearly fifty years the 
Indian Government has given us at regular intervals these 
invaluable records which are tabulated in the volumes of their 
yearly reports. Indeed, if one may hint a criticism, it is the 
voluminous character of these statistics which is perhaps their 
most serious weakness : they are apt to daunt all but the most 
intrepid prospectors. Nor is all the ore of equal value. The 
prospector needs judgment as well as courage if he is to succeed 
in his task. Fortunately Professor Natesan has both these 
qualities in full measure. 

There are difficult problems in front of the Indian Rail- 
ways, and of the Indian Government in their dealing with 
the transport question as a whole. Nothing, one would say, 
could be more timely than an objective review such as Pro- 
fessor Natesan offers to the reader in this work, followed by 
his cautious survey of the problems which will call for solution. 
He has traced with great patience the fortunes of the Indian 
Railways since they emerged from the crisis of the first World 
war and as they are manifested in the annual reports of the 
Government of India over that period ; and he has done 
this not merely for the Railways as a whole, but in very full 
degree for each of the Railways individually. 

It is a remarkable record ; it may bo doubted if any other 
system of railways could present a more complete picture of 
the changes and developments which have taken place in 
railway operations. Certainly the Indian Government cannot 
be said to be secretive or to shun the light of day in the province 
of railway management, and those, Hke Professor Natesan, 
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who take an interest in the economics of transport may well 
feel grateful to it for this policy of publicity. 

During the inter-war period the Indian Railways have 
seen two booms and two depressior|s. Whatever may have 
been the alternations of hope and discouragement affecting 
general railway policy, the operating of the railways shows 
steady improvement. Yet expenses have increased heavily, 
and as the years advanced road competition began to make 
increasingly serious inroads on gross revenues. The general 
position of the Indian Railways presents similarities with the 
position of the Railway Industry in other countries : yet one 
may fairly say that they have met their troubles more success- 
fully, and can reasonably congratulate themselves on better 
prospects. But the prospects are sober : cautious opinion 
will hardly look beyond a continued ability to pay the interest 
on the capital which has been invested, or may in future be 
invested, in the business. 

ifpart from finance, the future holds problems of the deepest 
interest for the Indian Railways. Of all these problems, that 
of ownership and management is the most urgent. India 
has so far handled this question along lines peculiar to herself, 
notably through the development of the government-owned 
but privately-managed systems. That compromise has ren- 
dered good service in the past, but its day is clearly drawing 
to a close. It is equally clear that, for good or ill, the future 
lies with state-management. But state-management may 
take many shapes ; and for those concerned in Indian Rail- 
ways, the task of the immediate future is to develop that form 
of state management which, in the special conditions of India, 
will give the most satisfactory results. 

Tha-Gfqyernment of India Act 1935 ..^provides for the cons- 
titution of a Federal Railway Aiifeority, perhaps the boldest 
venture yet proposed in the new realm of large-scale business 
management in the public interest. All will wish it success, 
but it is clear that no mere formula will solve the problem. 
There are many blank spaces in the picture which need to be 
filled in. What about public control of facilities and charges ? 
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Is an Advisory Committee adequate ? What about the rela- 
tions between the Federal Railway Authority and the Pro- 
vincial Governments ? There will be widely divergent interests 
to conciliate. Above all, what about other forms of transport 
— notably road- and air-transport ? In these days of rapid 
development, can any scheme of management which takes 
account of one only of these competing agencies, hope to provide 
an adequate solution ? These and similar questions are thought- 
fully and impartially discussed in Professor Natesan’s conclud- 
ing chapters ; and these chapters form perhaps the most 
valuable portion of the book to those whose special interest 
lies in giving shape to the future structure of transport or- 
ganisation in India. The whole problem is indeed one of 
absorbing interest and peculiarly so in India where the field 
to be covered is nothing loss than a whole sub-continent. 

There will be no lack of discussion on the subject. It is 
fortunate that the Indian public, with whom the practical 
sottlenient must rest, have a wealth of statistical material 
on .which to build, and economists capable of handling that 
material. 

RALPH L. WEDGWOOD 
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PREFACE 


Twenty years ago the policy of state management of railways 
was adopted and a convention set up separating railway finance 
from the finances of the Central Government. This step was 
taken to free railways from the control of the Finance Depart- 
ment and to ensure their administration on commercial prin- 
ciples. The reforms which the Separation Convention enabled 
railways to initiate have had far-reaching effect on their 
finance and administration. The financial solvency of railways 
is of vital concern to the State. For on the ability of railways 
to meet interest charges on capital and the annual tribute — the 
contribution — -to the State depends the maintenance of 
the stability of Government’s finances. The close interlacing 
of State and railway finance has had other consequences 
under the political system of partial executive responsibility 
to the' Central Legislature. Railway finance and adminis- 
tration have aroused considerable interest in the legislature 
and among the general public. Other questions besides those 
pertaining to rail transport intrude into the picture. Foreign 
experience has shown the dangers arising from the close associa- 
tion of the State with the railways, and the consumihation 
of complete state management of railways in India, with other 
problems, has brought up proposals to overhaul the existing 
system of control and operation, and the basis of the existing 
convention. Judgement on the adequacy of these to meet 
the problems of the present and the future must rest on the 
conclusions reached on the character of railway working and 
administration since 1924. 

The present study was undertaken to assess broadly the 
results of state management of Indian railways during 1924-37. 
The dates present a distinct phase in our railway history : in J^24 
r ailway financ e w a^§.^ 3 aairated ; and in 1937 occurred the separa- 
tion of Burma and with it, of the Burma Railways. As the period 
covers six years of prosperity and seven years of depression, 
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it affords an opportunity of examining how the system reacted 
to good and bad years. The temptation to include the period 
since 1937 was great, but it was resisted for two reasons. During 
1937-9, except for a slight improvement in the net receipts 
and the resort to the moratorium, the situation was essentially 
the same. Further, the separation of the Burma Railways 
affected the comparability of the total figures with those of 
the earlier years. Secondly, the inclusion of the war period 
since 1939 appeared at the time of writing inadvisable and 
premature. The reference to the war in all the chapters but 
the last two is to that of 1914-8 and the terms ‘pre-war’ and 
‘post-war’ should be understood accordingly. 

The work attempts a critical review of tlie working of the 
Separation Convention, which essayed the task of reconciling 
state management with commercial principles of operation. 
The facts brought ‘out in the course of the study invite 
attention to defects in the system as it has worked. These 
have to be removed, if the intentions of the convention are to be 
fulfilled in fact. The experiment of state management as 
regulated by the convention is on trial and the fact that dangers 
commonly associated with direct operation were in - the main 
averted in the past offers no assurance of immunity for the future. 
The evidence developed in the following pages suggests the 
need for counteracting certain undesirable features to be dis- 
cerned in the existing system of state management of railways. 
The revision of the convention is already under way and schemes 
of post-*war railway rehabilitation and reorganization are under 
consideration. Decision on these matters cannot be arrived at 
without a correct appreciation of the problems to be met. 
The conclusions reached in respect of some of these will, the 
author ventures to hope, be of value in discussing the merits 
of the proposals designed to secure the operation of railways 
under state management with economy and progressive 
efficiency. 

This is probably the first attempt to treat railway finance 
for the inter-war period in all its aspects. The detailed exa- 
mination of the individual railways has brought into clearer 
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focus not only their financial status, but also the comparative 
performance of the state-managed and the company-managed 
railways. It has shown the inadequacy of the existing system 
of financial control by the Railway Board and underlined the 
need for certain radical changes. The financial reforms carried 
out during the period raised questions of principle which have 
been discussed in detail in the light of approved practice in 
other countries. On these and other topics, some fresh ground, 
the author hopes, has been broken. 

The story of railway operation and performance is essejitially 
one told by statistical analyses. Changes in principle and 
])rocedure, quite frequent during the period, vitiate the com- 
parability of figures, but some approach to fair comparison, 
it is hoped, has been reached in the tables accompanying the 
text. Every care has been taken to check both t-he basic 
data and the analytical tables. 

The principal sources of information for this work are the 
annual reports of the Railway Board. The information con- 
tained in Volume II of these reports supplied the basic data 
for most of the tables. Besides these, there are the proceedings 
and reports of the standing committees of the Central Legis-. 
lature and the reports of the expert committees appointed 
by Government to investigate specific aspects of railway finance 
and working. To all those acknowledgement is made in the 
course* of the work and in the bibliography. 

For the interest manifested in the work, independently 
undertaken by the author, and sustained encouragement to 
complete it in its present form, ho expresses his gratitude to 
Dr. J. P. Niyogi. 


L. A. NATESAN 
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CHAPTER I 


THE INDIAN RAILWAY SITUATION DURING 1920-4 

The problem of state versus company management, 1. The comparative 
route milage of state-managed and company-managed railways, 2. The 
t rue status of the guaranteed companies, 4. 

Effects of the war on Indian railways, b. Appointment of the (/ontroller 
of Traffic and the priority certificate system, 8. Conditions during 
1917-20, 10. 

Demand for state management, 11. Acworth Railway Committee, 19. 
Findings on the policy of state- management, 14. Observations on the 
inadequacy of transport facilities, 16. Effects of the financial policy of 
Government, 18. The shortcomings of the organization for control, 20. 
Railways and their customers, 21. 

The Railway Finance (bmmittce on the separation of budgets and rehabilita- 
tion, 2i. The Retrenchment Committee. Criticism of the financial 
results and of the ])rogram revenue expenditure, 24. Administrative 
reforms, 27. 

Separation of railway finance, 28. 

The political and economic developments in India after the 
Great War marked the beginning of a new era for Indian 
railways. On the threshold of the twenties groat expectations 
were aroused by the ])rospect of political reforms bringing with 
them substantial elements of responsibility to the new Indian 
legislatures. As the State had a major financial interest in 
Indian railways, the emergence of executive responsibility 
to the Central Legislature under the new constitution affected 
the administration of the Railway as well as the other Depart- 
ments of the Government of India. Even more far-reaching 
in its economic effects was the policy adopted in regard to 
T'ailway operation : [the policy of state acquisition and manage- 
ment of the State-owned railways initiated at the instance 
of the Indian Railway Committee, 1920-1. . To understand 
the subsequent developments in their correct economic and 
political perspective, it is necessary to keep in mind the railway 
situation in 1920. 

The question that dominated all other issues at the time 
was that of state versus private operation of railways. 
It may be observed that the problem was Tiot that of state 
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versus private ownershi]), as state ownership was already 
accomplished to the extent of six-sevenths of the total milage. 
But this state ownership was divorced from state operation 
in consequence of the policy followed for quite a number of 
years of leasing the majority of the State-owned railways to 
be worked by private companies. The ownership of the 
different lines constituting the Indian railway system and the 
actual milage operated by different agencies during 1920- 1 
were distributed as follows : 


Government (including provin- 
cial governments and district 
})oards) 

Indian States 
Private companies 


Milage owned 

Milage work(‘d 

26,880 

8,020 

4,:m 

2,880 

5,746 

25,21 1 


Total 


;]7,021) :17,020 


The systems worked by the Government of India were the 
North-Western Railway, the Eastern Bengal Railway and 
the Oudh and Rohilkund Railway.^ The railways worked 
by the Indian States formed the smallest group of all and 
varied from the 1,356 miles of the Jodhpur and the Bikaner 
Durbars to the 37 miles of the state of Cutch.^ The largest 
of the group^^ was the company-worked milage. The com- 
panies in this group worked bot>h the State -owned railways 
and their own (privately-owned) railways. The magnitude 
of the jjrivately operated lines may be judged from the following 
table showing the number of companies, their domicile and 
the total milage worked : 


1 Tho milages of these systems were respectively r>,520, 1,738 and ],()0{). In this 
grocp were also included two tiny railways— the .Toiiuit (Provincial) Railway (33 miles) 
and the Aden Railway (29 miles). 

2 There were twelve Indian States which operated railways whose respectiv e milages 
during 1920-1 were as follows : 

State Milage worked State Milage worked 


(i) 

Jodhpur 

1,356 

(7) 

.Imiagad 

141 

(2) 

Bikaner ) 

(H) 

Morvi 

93 

(3) 

Mysore 

391 

(0) 

Udaipur 

67 

(4) 

Gwalior 

2.50 

(10) 

Navanagar 

54 

(5) 

Gondal 

231 

(11) 

Dholpur 

52 

(6) 

Bhavnagar 

217 

(12) 

Cutch 

37 


Source : Bailirays m India Admini/ifrnfion Beport 1920-1, Vol. I, p. 7. 
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TABLE 1. COMPANIES OPERATING RAILWAYS IN 1920-1 



Company 

State-Owned 

Domiciled in 

Milage worked 

(1) 

* Assam Bengal Railway 

England 

1,021 

(2) 

Bengal and North-Western Railway 


2,063 

(3) 

Bengal Nagpur Railway 

j j 

2,843 

(4) 

Bombay Baroda and Central India 

j> 

' 3,933 

( 5 ) 

Railway 

Burma Railways 

j> 

1,623 

(6) 

East Indian Railway 

j) 

2,770 

(7) 

Great Indian Peninsula Railway 


3,335 

( 8 ) 

Madras and Southern Mahratta 

j j 

■ 3,047 

( 9 ) 

Railway 

Rohilkund and Kumaon Railway 

)) 

575 

(10) 

South Indian Railway 

>> 

1,852 

(11) 

Private-Owned 

H.E.H. The Nizam’s Guaranteed 


897 

(12) 

State Railways 

Messrs, Martin & Co., Ltd. 

India 

325 

(13) 

Messrs. McLeod & Co., Ltd. 

,, 

188 

(14) 

Bengal Dooars Railway 

England 

1^8 

(16) 

Darjeeling Himalayan Railway 

India 

146 

(16) 

Barsi Light Railway 

England 

118 

(17) 

A'ssam Bengal Railways and Trading 

,, 

91 

(18; 

Company 

Guzerat Light Railways 

India 

89 

(19) 

Bengal Provincial Railway 


42 

(20) 

East India Distilleries and Sugar 

>> 

32 

(21) 

Factories, Ltd. 

Dehri Rohtas Light Railway 

}> 

24 

(22) 

Tezpore-Balipara Light Railway 

> j 

20 

(23) 

Madaya Light Railway 

)) 

16 

(24) 

Jagadhri Light Railway 
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The details set fcrth above indicate that the problem of 
state ownership had long ceased to be a live issue. In 1920, 
the Government of India, for example, already owned 73 
per cent' of the total railway milage of the country. If 
the lines owned by the Indian States are excluded, the private 
companies accounted for only 15 per cent of the total milage. 
In spite of this predominant state proprietorship, the Govern- 
ment operated only 21 per cent of the railway systems, whereas 
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the companies, despite their limited ownership of only 15 per 
cent of the lines, worked nearly 70 per cent of the total railway 
milage in India. 

THE TRUE STATUS OF GUARANTEED COMPANIES * 

The companies operating railways in India were not private 
enterprises in the true sense of. the term, and their interest 
in the undertakings was not comparable to that of ordinary 
joint-stock enterprises in the country. With a nominal capital 
outlay and guaranteed interest thereon, they were only managing 
agencies working under \he strict regulations and conditions 
imposed by the Government of India. It is essential to bear 
these facts in mind before proceeding to examine the post- 
war developments. Stated briefly, the companies which con- 
tributed oiie -tenth of the total capital outlay of the railway 
systems were given control over properties ten times that 
value and were guaranteed besides a minimum rate of interest 
on their investment, varying from 2| to 4 per cent. 

That this position was not entirely of the companies’ own 
seeking is clear from the history of Indian railways. On the 
expiry of the original contracts of the companies, fresh contracts 
were made constituting new companies and this resulted in 
altering the lulative position of the cornj^anies. The old 
companies had owned the railways they worked ; but the new 
companies were not owners of the undertakings they managed. 
Further, in apportioning the capital, the State had been appro- 
priating the goodwill developed in the course of years. Thus : 

‘The Secretary of State’s share, on which his proportion of the surplus 
income is based, does not lu^cessarily represent the actual cash investment. 
Some part of it is merely a capitalization of tlie goodwill created under 
the original contract by the joint efforts of th(3 owning company and the 
guaranteeing Government. Idic proposition was worked out in this way : 
the Government acquired the undertaking of a given company for, say 
£1,000,000. The undertaking had been earning on the average of the last 
five years a net revenue of £100,000. In other words, capitalized on a 
5 per cent -basis the property was worth £2,000,000. When it capie, to 
fixing the respective capital of the two parties to the new contract, on the 
basis of which the surplus profits were to be divided, the Secretary of State’s 
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capital was assumed to be not the £1,(KK),000 cash which he had paid, but 
the £2,000,000 which the asset was regarded as worth ; while the amount 
put in by the company was taken to be not more than the cash capital 
which its shareholders subscribed. In a word, the Secretary of State 
acquired the property out and out, and the goodwill, realized by the joint 
efforts of the old company and the owning (Government, passed with the 
physical assets. The new contract was given to a c*ompany which, though 
it had the old capital, the old directors and the old shareholders,' was regarded 
as a new company starting dt novo with no inheritance of the goodwill 
partly duo to its former efforts.’^ 

The shareholders of the guaranteed railway eonipanies 
also occupied a position different from that of ordinary share- 
holders. Their interest in the surplus profits varied from 
1/20 in the case of the Great Indian Peninsula Railway to 
12/35 in the case of the Burma Railways. Whatever their 
capital investment or interest in the surplus pi’ofits, they had 
one peculiarity in common, namely, that the shai'cholders 
had no share of the assets of the undertaking. This unusual 
feature in the case of the shareholdei's of the guaranteed c‘om- 
panies also affected the debenture holder.'^ 


Report of the Indian Ratlwai/ (Joninittlce hoj-eiimt‘tor relerroil to as tlio Auworth ('oiii- 
mittee, para 194, pp. (U-2, The point was clearly illustrated by the East Indian Railway, 
which, the Report stated, ‘is not, in tlio ordinary sense of t-ho word, a railway company 
at all. Not only does it not own a inilo of the railway oi- a single engine, but it is not 
joint owner to an iiifinitesinial extent of the East Indian Railway undertaking. 'Fhe 
East Indian Railway belongs, lock, frtock and barrel, to the Government of India. If, 
on the termination of the latest coatrict in 1924, tlu' Secretary of State declines to 
renew the contract, the company merely expires, it hardly seems to need to bo wound 
up, for it will possess no assets.’ para 190. 

^ The position of the debenture holder was summed up by the Ac, worth Committee 
in the following terms : ‘His security tlie guarantee of the Secretary of State — is 
doubtless ample ; but it is not what it would naturally be supposed to be. Normally 
a debenture holder has a charge, on the undertaking to which ho lends moruw, and can 
enforce his rights either by the appointment of a receiver or by ioreclosure and sale. The 
debenture holder of an Indian railway has no such charge, 'fhe company to which he 
lends money is not the owner of the undertaking ; he has only a jiersonal (umtract with 
the owner of the undertaking, the Secretary of State. What hajipcns is this. The pros- 
pectuses of all the debenture issues that wo have seen state that tlu^ money is -‘‘required for 
the general • purposes of the company. ’ The subscriptions arc actually paitl into the 
Bank of England, by or on behalf of the company, to the credit of the Secretary of State. 
If the company is in debt to the Secretary of State for advances, tliese advances are written 
down in his books by the amount of the now issue, but the actual cash received remains 
in his possession. A witness described the jirocodure to us by saying that the Sei^retary 
of State acts as, m a sense, banker to the company. Seeing that the Secretary of State 
hdlds the money iti his own name ; that the company have no power to touch it without 
his consent ; that, in fact, ho freijuontly applies it to expenditure on another railway ; 
and that, even on the undertaking of the issuing comjiany, the money can only be sfient 
when and to such an extent a.s the Secretary of State permits, ami on works which he 
approves, it does not seem to us that the use of the term ‘‘banker” is really heljiful in 
understanding the actual facts of the case.’ (para 198, pp. 02-3.) 
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The part which the present guaranteed companies subsequent 
to the date of their formation have played in financing the 
railways appears, through no fault of their own, to have been 
quite unimportant. Both Sir Thomas Robertson in his report 
of 1903 and the committee presided over by Sir James Mackay 
(later Lord Inchcape) in 1908 recommended that the com- 
panies should be allowed to obtain a large interest in their 
undertakings. But the Secretary of State steadily refused 
to accede to the suggestion. The preponderant interest which 
Government acquired in the railways, as a result of this policy, 
was a weighty consideration in deciding on state management. 

Some of the problems which faced Indian railways in 1920 
were the heritage of the war. Before discussing the situation 
in 1920-1, a brief reference may be made to the effects of the 
war on the rail transport system. 

EFFECTS OF THE WAR ON INDIAN RAILWAYS 

The war left on Indian railways the effects of its enormous 
economic and financial strain. Thanks to the stimulus 
imparted by the Mackay Committee, Indian railways had, 
from 1908 onwards, enjoyed a period of expansion. The 
immediate effect of the outbreak of war was to arrest the 
process of growth. With the increasing preoccupation of 
the Government with the war during the succeeding years, 
the flow of funds towards railway development dried up. 
Meanwhile the railways were called upon to undertake the 
transportation of troops, material and supplies at short notice, 
and, besides, to meet heavy demands for staff and material 
for railways in East Africa, Mesopotamia and elsewhere. 
Railway workshops diverted their resources to the production 
of high explosive shells, hospital trains and other wai* 
equipment. That was not all. The expeditionary forces 
were supplied with railway materials. The metre gauge rolling- 
stock and permanent way materials supplied up to 31 March 

. 4 * * 

1916, amounted to 50 locomotives, 600 vehicles, 165 miles 
of rails and fastenings, and half-a-million sleepers. Large 
quantities of stores and tools and plant of all kinds necessary 
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for the construction, repair and working of railways were also 
provided by the broad and metre gauge railways.^ 

As the war progressed these demands and supplies naturally 
increased. The responsibility for providing staff and materials 
for the construction and working of military railways in the 
East fell entirely on the Indian railway system. The strain 
of the increased traffic became so heavy oh some of the larger 
railways that they were compelled to ask for the return of 
the men spared for the war. By the end of 1917-8, the metre 
gauge linos had ^given up so many units of locomotives and 
goods stock that any further considerable call on them would, it 
was recognised, in sjiito of the reduced passenger train services, 
endanger the interior economy of the country and the efficiency 
of the Indian railway system as a line of communications for 
the overseas forces.’^' 

There wore other developments. The difficulty of obtaining 
shipping and the diversion of coal traffic to rail, and the 
transpoif of foddei* required to meet the fodder famine in 
Rajputana and the Punjab, made particularly heavy demands 
on rolling-stock. Though the famine area was mostly served 
by the metre gauge railways, the congestion reacted on the 
broad gauge railways as well.'^^ As the war progressed the 
pressure on railways was gradually intensified by the heavier 


•'> Hailw(ij/s in India Adwinl.Htration Report Vol. I, p. 8. 

Railwaijs hi India Administration Report 1917-8, Vol. 1, p. 4. Also (T., 
‘The resQiirros of Indian railways have boon employed in a mnltiplioity of ways 
ill mooting overseas demands. Various railway administrations have contributed directly 
to the several overseas theatres of war, largo numbers of metro gauge and 2' i\" gauge 
locomotives and vehicles, and have also set free a large milage of track. A largo quantity 
of rails destined for ordinary maintenance of railways in India from the works of the 
Tata Iron & Steel Company has also boon diverted to overseas military railways. 
gother witli the stock and track referred to above, they provided plant, eepuj^mont and 
. . .perjionnel ; and their stores organizations were extensively employed on the purchase 
of materials for supply to expeditionary forces. Their workshops undertook miscel- 
laneous manufacture such as clothing, tent and picketing gear, hospital furniture, ambu- 
lance trains, armoured cars and rail motor ambulance vehicles.’ Railways In India Ad- 
ministration Report 1916-7, Vol. 1, p. 8. 

In the following year it was stated : ‘Very great assistance has been given by rail- 
ways not only in constructing hospital ti*ains, ambulance cars and new goods stock for 
military railways, but also in supplying for military purposes all manner of transport 
and other accessories such as pontoons, jiortable huts, transport carts, aeroplane parts, 
harness and saddlery, camp furniture, etc,. It may be mentioned in order to give some 
idea of tl^ magnitude of these operations that one workshop on the North-Western 
Railway has supplied numbers of such articles (individually small) to the value of 45 lakhs 
of rupees.’ Railways in India Administration Report 1917-8, Vol. I, p. 4. 

7 Railways In India Administration Report 1915-6, Vol. I, p. ^9. 
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demands of the Admiralty. Fresh difficulties arose in connexion 
with supplies from collieries, which fell into arrears in 1916-7 
due to sickness among labour. The carrying capacity was 
sought to be increased by the introduction of a system allowing 
of the indiscriminate use within the coalfield districts of wagons 
belonging to any railway, which avoided delays involved in 
the sorting, allocation and marshalling of rolling-stock according 
to ownership under the old system. Towards the end of the 
financial year 1916-7 and for some weeks thereafter ‘the 
difficulties in regard to the movement of traffic were further 
accentuated by the heavy demands made on behalf of Govern- 
ment for the transport of wheat and other essential food grains 
for export to the United Kingdom.’® 

PRIORITY OERTTFIOATE SYSTEM 

These complications regarding the movement of traffic 
necessitated the appointment of a Controller of Traffic in 
June 1917, His duties were : 

'to advise railways as early as possible of anticipated heavy traffic 
and to instruct them when any traffic should be restricted or held up to 
permit of more urgent traffic being carried ; to divert traffic from one or 
more routes to others in order to quicken transit or remove congestion ; 
to divert wagons temporarily, if necessary, from one railway to another ; 
in short to take such steps on behalf of Government as will result in the most 
economical use of the limited transport available on railways and to control 
traffic over railways in the best interests of national and general purposes.’® 

In view of the exigencies of war finance, a drastic reduction 
of expenditure on works programs became imperative. Not 
only did this interfere with the completion of new works in 
progress ; the programs of renewals were also upset. In 
almost every case renewals of the permanent way were cut 

8 RailuKtys inlmliti Admlnititmtioyi Report 1910-7, Vol. I, p. 22. Of. ‘Tho prassuro was 
.severe on the metre gauge route to Karachi, wliich was mot hy a diversion of the traftio 
in excess of the capacity of that route to the broad gauge route, and on the Great Indian 
Peninsula Railway, which was obliged tt) stop the booking of public; traffic for considerable 
periods in order to carry the urgent military and other essential traffic. This was the 
position on tho Bengal Nagpur Railway too in regard to traffic via certain junctions, 
and similar heavy restrictions on public traffic had to be imposed on certain sections 
of the Madras and Southern Mahratta Railway and from time to time temporarily over 
the Bombay, Baroda and Central India and several other railways.’ 

9 Ibid., pp. 22-3. 
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down while renewals of rolling-stock were even more severely 
curtailed, owing to the impossibility of obtaining raw material. 
The deficiency was attempted to bo made good by purchases 
from America, but the adverse exchange and the drain on 
the financial resources of Government precluded Indian rail- 
ways from obtaining supplies from that country to any appre- 
ciable extent. The railway administrations were therefore 
unable to obtain the supplies necessary for their adequate 
maintenance. The Railway Board pointed out : 

‘It was impossible to obtain rolliiig-stoek (‘itluT for additions or renewals, 
while boilers long overdue for rej^lacement had perforce to be kept in service 
at the cost of an incieased consumption of materials for repairs. Tlie 
shortage of shipping bad diverted a largo volume of traffic from the sea 
to the rail route. Railways therefore were faced with aJi abnormal demand 
for traffic facilities at a time when additional ecpiipment was unobtainable 
and facilities for repairs were curtailed. These difficult conditions led to 
the adoption of ingenious dewices for the re utilization of old mater’ials, 
and to a relaxation in accepted standards of wear.’^’ 

This situation led to the restriction of passenger services 
in order to reduce the demands for materials T*equired for the 
maintenance of locomotives and rolling-stock and to conserve 
the available locomotive power for the carriage of military 
and other essential traffic. The result of this policy is rellocted 

Hdlhnajfs in India Adniinintration lieport Vo). 1, [>. 29. Tlio stiitoy 

olsewlioro : ‘'Hie supply of iriaioriuls for railways hocamo iiioro and luoro dittifuilt. To 
make available for work of {xroatost iiniiiodiato import ajuio as much as [jossiblo of tho 
ossontial raw materials and also of tho labour usually employed in converting those mate- 
rials into arti(*les used by railways, it became necessary to restrict ,sup])lies to (^ach rail- 
way to the minimum necessary for tho upkoej) and working of its system, Tln^ India 
Office wore required by the Ministry of Munitions to certify to tho necessity of the su[)ply 
to Indian railways of any articles which involvo<i any interhu'enco, dii’oct or indirect, 
with the manufacture of munitions of war, freipient h^k^graphic refereiu'es to tfa^ Oovia n- 
ment of India resulted and an arrangement was therefore come to that all indents, which 
railway administrations in India desiroil to transmit to tho LTnited Kingdom should 
bo scrutinized by the Railway Board before they kdt India. In examining tlieso indents 
tho Railway Board take into consideration the necessity of o’otaining the materials as 
indicated by tho stocks held by railways and the rate of consumption ; the possibility 
of obtaining supplies from stocks in In lia au<l tho possibility of manulacturo in whole, 
or in part, in India. Sirnilai’Iy, appli«*ation has to be made to the Railway Board by 
private firms when they desire assistance in obtainitig from tho United Kingdom material 
required to enable tlioin to comply with any railway order.’ In conclusion, it was added, 
‘there is every indication that it will prove satisfactory ; but unfortunately tho quantities 
of material which the Ministry of Munitions can make available for Indian railways are 
not always equal to the aggregate demands to moot essential roc|uirements. It has, 
therefore, boon necessary to arrange for a distribution of as much material as is available 
in such a way as will cause the minimum loss of efficiency.’ Ibid., p. 41. 

Railways in India Administration Report 1916-7, Vol. I, p. 27. 

12 A meeting was held early in Docembor 1916 between the Railway Board and tho agents 
and managers of tho principal railways, as a result of whicih ‘Certain mail and a largo 

2— 1614B 
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in the reduced train milage owing to the decrease in train 
services. The railways operated in 1917-8 only 44,407,000 
train iniles as agah^st 55,972,000 train miles in 1913-4. To 
check further demand on the lowered capacity, fares were 
raised with the object of restricting travel. 

Throughout the year 1917-8, Indian railways were affected 
by the three hictors mentioned above, namely, restriction of 
funds, the difficulty in obtaining materials for the proper 
maintenance of works and rolling-stock, and .the congestion 
of traffic caused by the diversion of coastal trade to the railways 
and the perpetual movements of troops, military stores and 
supplies. The military demands pt*oved so urgent, that the 
Government, in view of the impossibility of obtaining new 
permanent way materials for renewals, had to dismantle over 
420 miles of open lines in different parts of the conatry.^^ 

The problem of the congestion of traffic took an acute turn. 
When it was found impossible to move all traffic offering, a 
list was drawn u|) of commodities in order of priority to act 
as a guide to the railway administrations as to the order in 
which they were to dispatch the different classes of traffic. 
Increase in local traffic on account of greater demand from 
the Admiralty and railways, frequency of military move- 
ments, and conveyance of supplies and stores, monopolized 
the railways’ transport capacity to such an extent as to leave 
hardly more than 20 per cent of the rolling-stock for the 
conveyance of ordinary public traffic. After a comprehensive 
review of the situation by the (Controller of Traffic, during 
1917, a Central Priority (Committee was constituted with 


niimbor of passenger trains wore abolisliotl, all possible nioasuT'os being a(lo])tod to miiii- 
miso tho ineonvenieiifo caused to tlio ]niblic who are obliged to travel by making up to 
the maximum permissible the loads of trains loft on, and by reducing the upper class 
accommodation and rof)l{i('ing it by thinl class.’ I’ho reductions of the first four months 
aggregated 22 per cent of the ]jassenger and the mixed train milage as compared to tho 
corresponding period of tho })rovious year. Tnstructions were also issued to restrict 
everytliing in the nature of luxuries, sucli as restaurant cars and reserved carriages, wher- 
ever this could bo done without causing disadvantages outweighing tho advantages to 
bo gained.’ Similar restrictions were also imposed on pilgrim and festival traffic to 
avoid congestion or delay to goods stock, liailways in India Administration Report 
1916-7, Vol. I, p. 23. ^ 

13 The whole of the Sutlej Valley Railway and small portions of the North-Wostern» 
East Indian, Madras and Southern Mahratta, and Oudh and Bohilkund Bailways were 
dismantled. Railways in India Administration Report 1917-8, Vol, I, p. 19. 
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re2)resentatives of different interests such as the military, 
shipping, munitions, agriculture, commerce and industry, as 
authority to decide on priority in the movements of traffic. 
Traffic was divided into ‘urgent,’ ‘preferential’ and ‘ordi- 
nary’ and each of these was again subdivided into ‘military’ 
and ‘civil.’ Directors of civil su 2 ) 2 )lios and the priority 
certificate system helped to reduce the volume of the 
urgent and j)referential traffic to the minimum and thus to 
increase the margin of transi)ort capacity for ordinary 
traffic. 

These special measures were withdrawn gradually on the 
termination of the war, and the Controller of Traffic and the 
central j)riority certificate system were abolished in 1919-20. 
Meanwhile the accumulated arrears of repairs and the deficiency 
of rolling-stock became so serious as to render imperative 
a sup 2 )ly of 100 locomotives from Great Britain almost as a 
war measure, and 5,000 wagons were obtained from the 
United States. 

To conclude. The Indian railways emerged from the war 
jjeriod in a battered and dilapidated condition. The physical 
equii)ment was in a state of serious disre23air. The railways 
were short of stock and many locomotives were long past the 
age of suiJerannuation ; workslKqLS deficient in materials and 
disorganized with war work ; yards so overcrowded as to 
be incapable of handling increased traffic ; speeds reduced 
owing to the worn-out track and ageing girders. The damage 
was extended even to the j)ersonnel, as a large number of 
officers, subordinates and other emjfioyees were released for 
military employment. It was j^atent that a complete rehabili- 
tation was imperative if the railways were to undertake their 
normal functions. 

DEMAXI) EOK STATE MANAGEMENT 

The 2 )eriod just reviewed was pregnant with other develoj)- 
ments of far-reaching importance. ' The j)ronouncement of 

The Army Councirn Ranctioii was neodod to put tlirougli tlio order tor the suj^piy 
in England. 
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1917 regarding the conferment of responsibility for the admini- 
stration of India and tlie subsequent developments culminating 
in the passage througli Parliament of the Government of India 
Act, 1919, profoundly modified the ])osition of the Indian rail- 
ways vis-a-vi^ tlie Governme nt. The constitutional changes 
increased the powers of the Central Legislature and its control 
of Government policy with reference to the Railway as to 
the other iJejiartmonts. The inauguration of the Montagu- 
Chelmsford Reforms was looked foTward to with expectations 
of s(H*uring better confoi inity to general public opinion in the 
administration of railways. Indian opinion on the question 
of state juanagement of railways was nnanimous and the 
demand foi’ state management was reinforced both on political 
and economu^ grounds. In 1910, 1912 and 1913, the question 
of ])olicy was raised in tlu^ Imperial Legislative Council during 
the budget discussions and through inter])ellations, and in 
1914, 1915, 1917 and 1918, resolutions were moved urging 
the a])pointment of a committee to inquire into the desirability 
of adopting direct state management.^® In the mean time 
official opinion had also to some extent definitely identified itself 
with the move for state management. The expiry of the. con- 
tract with the East Indian Railway (Jompany in 1919 presented 

15 A typical itistaiico of tlio attitude on this (juestiou iiiay ho (piotod from (Jlokluilo's 
s})OOch ill the Imperial l^e^islativo C!oimcil durmii: the budget discussions for 1910-1: 
*J think it would bo \'ery desirable if State railways wore managed by the State instead of 
their lieiiig managed by companies. 1 know that this is a ((uostion about which there is 
a difference of o]iinion, but apart from other things— whether the thing would bo imme- 
diately more costly or less costly, on that I have heard two opinions — there is one distinct 
adv'antage which I claim for this, and that is th it in the end state management will bo 
more economical. You (.ompare the ordinary public works list- -the personnel of the 
public works otlices with the personnel of radway ofticivs. Throughout you will find 
a practical exclusion of Indians from the liigher ranks of the railway service. Whereas 
in the Public Works Department, a eonsiderahle proportion consists of Indians, in the 
railway service it is only here and there that you lind an Indian ; for the most part 
Indians are carefully shut out. Now, if all tliose railways were managed by the 
Dovernmont, the Government would, in the first ])laco, be more sympatbotic with our 
aspirations than hoards sitting in London, and secondly the Govornmeiit would ho more 
responsive to any jirossiirc of o]iinioii put upon it. The boards being in London, we may. 
say what we hkc, they go on doing what they please, and the agents here must obey 
thoir diroclors thorix TIuuiTore. as long as the management is in tlie h.ands of eompanies, 
the exclusion of Indians from the higher ranks of the railway service must continue,- 
whereas d the management •were to pass over to the Govermnent, there' would be a more 
steady emjiloyment of Indians in the higbor ranks of the serv ice, and this in due course 
is bound to load to greater economy in tbo management of railways.’ Speeches of Gopat 
Krisfin/i Gjkiriff, third edition, Nfatesan, p. 3(h). 

N. Sanya], The DereJoptnenf of I ml inn llnilmnijs. 1930, ]). 221. 

17 In reply to a Railway Board’s ciri-iilar, tbo Governments of Bombay, Madras and 
Bengal replied in favour of state management. Op. cit., Sanyal, p. 222. 
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an opportunity for testing the intentions of the Government 
of India. . The opinion of Government appeared to favour 
the termination of the existing system and a* transference of 
control to an Indian company. Failing this, the State would 
assume direct management of the East Indian Railway. To- 
wards the close of 1917, the Secretary of State gave notice 
for the termination of the contract with the East Indian Rail- 
way Company. 


ACWOllTH KAIL WAY COMMITTEE 

The decision necessarily had a profound effect on the policy 
with reference to the other companies as well. The importance 
of deciding the policy oiu^e for all was clear, as the (contracts 
with some other companies were due to expire within a few 
years. The Secretary of State for India therefore appointed 
the Indian Railway (bmmittee in November 1920, with Sir 
(then Mr.) William Acworth as chairman, and renewed the con- 
tract with the East Indian Railway Company for a period of 
five years. The committee’s terms of reference were : 

(1) to consider, as regards railways owned by the State, the relative 
advantages, financial and administrative, in the special circumstances of 
India, of the following methods of management : 

(<i) direct state management ; 

(h) management through a company domiciled in England and 
with a board sitting in London ; 

(c) management through a company domiciled in India and with 
a board sitting in India ; and 

[d) management through a combination of (6) and (c) ; 

and advise as to the policy to be adopted as and when the existing contracts 
with the several railway companies can be determined. 

(2) to examine the functions, status and constitution of the Railway 
Board, and the system of control exercised by the (government of India 
over the railway administration and r(*commend su(5h modifications, 
if any, as arc necessary for the adequate disposal of the railway business 
of Government ; 

(3) to consider arrangements for the financing of railways in India, 
and in particular the feasibility of the greater utilization of private enter- 
prise and capital in the construction of new lines ; 
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(4) to report whether the present system of control by Government 
of rates and fares and the machinery for decifling disputes between rail- 
ways and traders are satisfactory, and if not, to advise what modifications 
are desirable ; and 

(5) to make recommendations that may seem germane to the inquiry. 

The recommendations made by the Indian Railway 
Committee were so comprehensive and their effects on sub- 
sequent policy so far-reaching that a detailed reference to the 
report of the committee is necessary to appreciate the character 
and implications of the developments which followed. The 
committee was remarkable for the experts it contained.^® 
It took evidence both in London and in India, sitting for fifty 
days and examining 142 witnesses, besides receiving written 
statements from them. The report was published in Sej^- 
tember 1921, After a review of the railway situation the 
committee found that on the question of management, any 
reversal of the present policy in the direction of the English 
domiciled companies acquiring greater control and increasing 
their share capital 

‘would meet with strong opposition from a largo body of the public 
ill India. We cannot, therefore, recommend the adoption of that course. 
Moreover, an overwhelming majority of the witnesses who appeared before 
us in India, whether individually they advocated state or company manage- 
ment, urged that the time had come when the control, both financial 
and administrative, of tlie Indian railways should be transferred to India.’ 

Despite all the advantages of the Ijondon boards, the 
committee argued, 

‘conditions in India have changed so greatly in the last few years, 
and aie changing so rapidly at this moment that whatever may have been 

18 Tlie commitioo consisted of (1) Sir William M. Acworth, Chairman; (2) vSir 

Henry P. Burt, K.O.I.E., President of the Indian Railway Board (1914-5), Director of 
the Indian, Kailway Conipanie.s, India Oilico (1915-9) ; Cludrman of the Bengal and North- 
Western, and the Kohilkuncl Knmaon Railway ('onipanios ; (3) Sir Kajondranatli 

Mookerjee, K.C.I.E., of Calcutta; (4) Sir Arthur K. Anderson, C.I.K., (’.B.B., President 
of the Indian Kailway Board, 1919-20 ; (5) Sir Ooorge C. Oodfrey, Agent, Bengal Nagpur 
Railway Company ; ((>) The Hon. Mr. V. S. Srinivasa Sastri, Member of the Council 
of State ; (7) Mr. E. H. Hiley, C.B.E., formerly of the Groat Northern and North Eastern 
Railways, and later General Manager of the New Zealand Government Railways ; (8) 
Sir Henry Ledgard of Cawnpore ; (9) Mr. Purushottamdas Phakurdas, (M.E., M.B.E., 
M.E.C., of Bom]>ay ; and (10) Mr. James Tuko, Director of Barclay’s Bank and the 
British Linen Banlc. 

19 Indian Railway Committee Report horeinaftor referred to as the Ac worth 
Committee Report, para 203, pp. 03-4. 
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the position in the j)ast, we think the advantages of English management 
are now outweighed by the great disadvantages of absentee control and 
the difficulty of keeping in close touch with the modern social and trade 
conditions of India. 

On those grounds, therefore, the committee unanimously 
recommended that the ‘English domiciled guaranteed com- 
panies should cease to exist at the termination of their present 
contracts. While the committee were unanimous in con- 
demning the existing system, they could not agree as to the 
proposals for future management. Sir William Acworth, the 
chairman, and four others,^^ found, in view of the unreality 
of private enterprise in the true sense of the term in the 
guaranteed companies, the absence of initiative in the state 
as well as English domiciled company management, the pre- 
ponderating influence of the Government directors and the 
Government’s detailed control, that the Government’s control 
was negative and freedom for private enterprise non-existent. 
Eeal transference of ownership and operation to Indian com- 
panies was impossible and Indian opinion was overwhelmingly 
in favour of state managenumt. Again, on the test of efficiency, 
neither form of management was superior in India. The 
conclusion reached was that ‘approaching the question, not as 
one of national sentiment, but purely from the practical point of 
view, we find ourselves in agreement with the almost unanimous 
opinion of Indian witnesses, and recommend that the under- 
takings of guaranteed companies, as and when the contracts 
fall in, be entrusted to the direct management of the State. 

The other members^^ of the committee wanted it to be 

A, 

recognised that in view of certain lines, such as the North- 
Western Railway, having to bo operated by the State on 
strategic grounds, and the contracts of the companies running for 
a considerable number of years, such as the Bengal Nagpur Rail- 
way till 1950, the dual system was inevitable. Pronouncement 

2® Acworth Committee Report, pam 20(5, p. (54. 

21 Ibid., para 207, P- 64. 

22 Messrs. V. S. Srinivasa Sastri, E. H. Hiley, Punishottamdas Thaknrdas and J. Tiike. 

23 Acworth Committee Report, para 227, p. 68. 

2* Sir H. P. Burt, Sir R. N. Mookorjoo, Sir A. R. Anderson, Sir G. 0. Godfrey and 
Sir H. Ledgard, 
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of a permanent policy was therefore unwise. They were 
also doubtful about the resources of the Government of India 
with their additional liabilities since the war to finance railway 
construction to the extent needed. Emphasizing the dangers 
of state management, the opinion of the Railway Board them- 
selves was quoted to the following effect : 

‘(1) Constant transfers of senior officials resulting in lack of con- 
tinuity in policy ; 

'(2) the tendency to give promotion on the grounds of seniority alone 
without sufficient regard to effi(U(‘ncy or local knowledge ; 

‘(,‘b disregard of public opinion ; and 
‘(4) lack of initiative and flexibility.’- ‘ 

Retention of company management would, it was argued, offer 
scope for emulation and lead to healthy results on State rail- 
ways. Further, the close association of the State in the employ- 
ment of a large labour force would introduce groat possibilities 
of danger and the superiority of private over state management 
elsewhere in this respect was instanced. These members con- 
cluded by rejecting English domiciled companies and recom- 
mending two schemes of Indian companies with a rupee 
capital. 

The position of the Indian railways in 1920 and the other 
recommendations of the Acworth Committee may be con- 
veniently discussed under certain heads. We may take up 
first the proposals made by them to improve the adequacy 
of the railway transport system. 

Reference has already been made to the difficulties ex- 
perienced during the war. The Acworth Committee’s inquiry 
offered an opportunity of eliciting public and commercial 
opinion on the capacity of railways to meet their demands. 
Public opinion in India had constantly complained of the 
utter inadequacy of the Indian railway system to meet the 
needs of the country. The committee stated : ‘The evidence 
given before us in all jiarts of the country and on behalf of all 
sections of the community was overwhelmingly strong as to the 
urgent need of drastic measures of reform and reconstruction 

88 Acworth Committee Be^rt, para 254, pp. 74-5, 
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of the entire railway inacliinc.’^® In support of this the 
report reproduced almost twelve pages of extracts from 
the testimony before them. The gravity of the situation 
is not easily realized, but some extracts are eloquent enough 
of the hopelessness of transport capacity during the post-war 
years. After a review of the evidence collected from every 

Acworth Committee, Report, para 25, p. 7. 

Compare the fallowing extracts cpioted from the Report, p. 7, et seq. ; 

Mr. {later Sir Charles) Innes, Secretary to the (roverment of India, Department of Com- 
merce : There is a large demariel for Indian coal for export, but in the absence of 
adequate transport facilities for meeting it, India is missing an exceptional oppor- 
tunity of establishing itself in tlie foreign markets whore its coal is in great 
demand. 

Mr. Carr, Aejent, and, others of the Bengal Nagpur Railioay : The growing trade of Tn<ha 
and the development of tho^ron and steel industry are hampered by lack of railway 
facilities and now lines ; 1,100 wagons a day would ultimately bo required to meet 
the total refjuiremonts of existing and now works at Jamshedpur and Kulti, 
as against the present demand of 350. 

Mr. Hindleg, Agent, Bast Indian Railway ; It is impossible to estimate the loss to 
trade which would be brought about by the delay in providing essential faci- 
lities and the persistent failure to keep the <*apacity of the linos up to tlie demands 
for transportation. The position is already so bad at times that tlie railway has 
to restrict or oven entirely close down the acceptance of goods traffic. Only one 
half of the demand for wagons for merchandise can be mot. For the past 26 years 
there has always been an inability to provide transportation to the extent 
demanded and the position is getting worse day by (lay ... .Large quantities of 
merchandise offered for transixjrtation have frequently to be refused. In one case tlie 
Rurcjpean oil seed market was lost definitely owing to the lack of railway transport. 

Messrs. Marshall, Dods, Fairhurst, Bury and, Martin, Calcutta : The existing rail- 
way facilities are entirely inadequate to cope with e\’en the present traffic. There 
is a serious shortage both of wagons and locomotives for transport of coal and 
other raw materials as well as of the finished products ; and of facilities for moving 
the wagons which are available. 

Mr. Peat, Chairman, Indain Jute Mills Association, Calcutta : Because of lack of 
railway facilities for the carriage of coal, seven large jute mills employing 
40,000 workers had completely stopped on 14th January, 1921 ... .Frequently no 
wagons at all were available at dispatching points in the northern jute districts. 

Mr. Watson Smyth, V ice- President, Bengal Chamber of Cotmnerce, Calcutta : One 
firm trading in linseed with a good demand and prices high for early shipment.. . 
had in one case some 700 tons of linseed ludd up at an uix’ountry .station for over 
four months.... A mangano.se firm... had 300,000 tons of ore in stock, 'fo 
instance the congestion, at one station there are 70,000 tons which are otdy bdug 
dispatched at the T-ate of about 3,000 tons per memsem. . . . Not ouly consumers 
suffer but the uncertainty of ade<iuate transport is paralysing trade. It is obvious 
that the whole railway machine is inadequate. 

Lieut. Col. Benuirdiston, Secretary to the Government of Madras, Railway Departtnent : 
The Government of Madras estimato.s an oxp>endituro of .some Rs. 30 crores as being 
required to bring railway communications in Southern India to a .state of reason- 
able efficiency. 

Mr. Moir, late Director of Civil Suj)plies, Madras : There had been a great .shortage 
of rolling-stock and of engine power on the railways while there was an exceptional 
scarcity of food over a largo part of the Presidency. Many complaints were roceivmd 
from licensed exporters that they could not get their rice carried. 

Mr. Ross Logan, Acting Agent, South Indian Railway ; There is a good deal of 
ov^ercrowding on certain jiarts of the line and in certain cases it is nocos.sary for 
passengers to alight and entrain otherwise than at platforms. 

3/r. Shakespear, U 2 yper India Chamber of Commerce : It was common practi(‘e for 
railways to shut down acceptance of goods perhaps for ton days together withotit 
oven giving notice to the trade. 

Mr. C. A. H. Townsend^ Director of Agricidturc, Punjab : Third class passengers are 
undoubtedly overcrowded .. .so much so that practically free fights take place 
between would-be passengers and those already travelling who do not desire others 
to get into the carriages .... The railway staff maintain an air of majestic aloofness. 


3— 1614B 
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quarter and every authority, the Acworth Committee observed : 
‘Congestion at some time or at some place is a commonplace of 
railway management in every part of the globe. But in India for 
years past it has incurred each season ; it has now become 
normal and it will become permanent unless bold measures 
are taken to deal with the situation. Although the com- 
plications of the war period account in part for the difficulties 
exjoerienced, some responsibility must, it was argued, be ascribed 
to the principles of finance adopted and the financial control 
exercised by the Government of India. The defects, the 
committee considered, were primarily due ‘to the failure 
of Government to provide the railways with adequate funds for 
capital expenditure on development and extensions, and even 
for the essential operations of renewal and repairs. They 
are the inevitable results of a paralysing system which has 
not been adajited and developed to meet the requirements 
of what is essentially a commercial enterprise of the first 
magnitude. 

The system as it stood in "1920 is best summed u|) in the 
words of the Acworth Committee. Railway finance was tied 
to the aj)ron-strings of the general budget with the result 
that net receipts accrued to the benefit of the general 
revenues of the Government of India. The fluctuations in 
allotments were not, however, a financial by-product of the 
war : they obtained even before the war. The committee 
stated : ‘The effect of this policy of inadequate allotments 
varying irregularly up and down from year to year would 
have been bad enough in any case. But it is made worse 
when, as not infrequently happens, the allotment is suddenly 
cut down during the currency of the year to which it relates, 
and works in progress are suspended, staff are disbanded at 
a moment’s notice, and materials are left lying on the ground 
for an indefinite period. An almost equally bad effect is 
produced when late on in the year, the general financial position 


28 Actvorth Committee Report, para 27, p. 19. 

29 Ibid., para 28, p. 20. 
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having unexpectedly improved, the Finance Member with 
equal suddenness lifts his hand and thus encourages the rail- 
ways to spend more freely. It is not surprising that a 
system with such features as ‘lapses’ every year or the 
sudden grant of funds towards the close of the year should 
inhibit progressive expansion. 

The evil was not confined to capital expenditure. It 
reached with equal effect revenue expenditure. The com- 
mittee criticised the policy followed with regard to the pro- 
vision of funds for renewals whic*Ii were included under the 
program revenue. ‘There are,’ they observed, ‘sc;ores of 
bridges with girders unlit to carry train loads uj) to modern 
requirements ; there are many miles of rails, hundreds of 
engines, thousands of wagons, whose rightful date for renewal 
is long over j)ast. Their cost has not been written off. They 
stand in the books at the original figure. The Government 
has formed no replacement reserve .... The position due to 
the unwise methods of the past must be redressed gradually. 
It will never be redt’csscd under the present system of programs 
and annual grants and lapses, but only when commercial 
accounting methods are introduced in the management of a 
commercial undertaking.’*^^ Referring to the difficulties during 
the war period, which must have been to some extent re- 
sponsible for the situation, the report stated : 

'ObvioUvSly the expenditure wavS only po.stponed, and had to be faced 
later on. An ordinary commercial concern would, as a matter of course, 
have carried the money so underspent to a reserve for renewals, to be spent 
when materials were again -available. The independent railway companies 
did this. Not so the State. The money was treated as part of the ordinary 
revenue of the Government in the year in which it was not spent, with 
the result that the net profits of the State railways are shown in the official 
returns as having risen steadily from 454 percent in 1914 to 7 07 per cent 
in 1918-9. ^riie apparent gain was not real. Had there been a separate 
railway budget, the money underspent would have been earmarked in 
it as advanced to the Government for general purposes. It was indc‘ed 
aimounced at one time that a reserve was being made, or would be made, 

Acworlh Committee Rejjort, para 36, p, 21. 

31 Ibid., para 68, pp. 30-1, 
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The end of the war has come, and the money is not tJiere ; other liabilities 
had been too strong for the Government of India and so the reserve fund 
vanished. The railway machine is in urgent need of repair, and funds to 
put it right are not forthcoming. 'Jlie position at present is this : main- 
tenance is lamentably in arreais. 'Jlie cost of materials of all kinds is far 
above pre-war level. Wages likewise have advanced steeply.’^^^ 

The Railway Doi)ariinont as then constituted also canio 
in for criticism. Administratively the railways were only 
regarded as of sufficient importances to be entrusted to the 
control of a Member of Ck>uncil for Commerce whose portfolio 
included such widely differing functions as shipping, Assam 
emigration and peace treaty affairs. The committee urged 
the appointment of a Member for (Communications dealing 
with railways, ])orts, inland navigation, road transport, and 
posts and telegraphs. Turning to the Railway Board, it was 
found that ‘its president has the responsibilities and rights 
of a Secretary to Government, though he does not bear the 
title. The other two members have not. And yet as a member, 
the president is nothing more than the senior amongst three 
colleagues. Originally he was only primus inter pares. There 
was another period when, though not by legal right, the 
president was really supreme and the decision of the Board 
was, in fact, his decision. As under such conditions it 
was impossible to fix responsibility under the Member of Council 
on one man only, the apjpointment of a (Jhief Commissioner 
of Railways was recommended, with the status of a Secretary 
to Government. The Chief Commissioner was to be assisted 
by a Fmancial Commissioner and three Railway Commissioners 
in charge of three groups into which the Indian railways, it 
was suggested, were to be divided.^^ The Railway Com- 
mission thus constituted was to be assisted by a number of 
directors for the technical branches. Referring to the reforms 
then introduced, ‘this great constitutional change,’ said the 
Acworth Committee, ‘ must modify profoundly the respon- 
sibility of the Secretary of State for the management of Indian 

32 Acworth Committee Report^ para 71, pp. 31-2. 

33 Ibid., para 105, p. 39. ' 

3* Ibid., para 113, p. 41. 
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railways/'^ With the transfer of power from the Secretary 
of State was also recommended a greater devolution of powers 
to the Railway (Join mission and the railway administrations. 

As regards the relations between railways and their 
customers, the Acworth Committee commented upon the 
serious complaints they had received, some of which were in 
their o|)inion w(4l founded. I'liey accordingly [iro posed the 
constitution of a tribunal somewhat on the lines of the Railway 
Rates Tribunal in Great Britain. Public opinion was to be 
ahbrdod ojiport unities to be heard on matters pertaining to 
facilities, amenities, etc., by the establishment of central and 
local advisory councils representing all interests. 

These were, briefly, the principal recommendations made 
by the Acworth Committee in their report. Broadly sjjeaking, 
the chief contribution of th(^ committee was the new emphasis 
on the commercial character of the railway undertakings and 
the importance of ojierating them on business principles. 
The developments which followed the publication of the report 
were directed to attaining this end. This is clear from a perusal 
of the reports of two committees whic^h were appointed in 
succession between 1921 and 1923, namely, the Railway Finance 
Committee and the Indian Retrenchment Committee. These 
committees threw further light on the conditions of railway 
working, besides endeavouring to give practical eft’ect to the 
recommendations of the Acworth Committee. Before pro- 
ceeding to the changes introduced, it is necessary to refer to 
the reports of the Railway Finance and the Indian Retrench- 
ment Committees. 

KAILWAY FINANCE COMMITTEE 

The Railway Finance Committee was appointed pursuant 
to the resolution passed by the Legislative Assembly on 
13 September 1921, to consider the following questions which 
arose from the Acworth Committee’s Report, namely, 

( ] ) the separation of railway from general finance ; and 

35 Acworth Committee Report, pam 125, p. 43. 
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(2) the requirements of railways in regard to capital 
expenditure during the next ten years. 

On the first question, the committee, in their report issued 
in December 1921, stated : 

‘The real difficulty of the proposal to separate the entire railway budget 
from the general budget of the Central Government lies in the fact that 
any separation in the sense suggested by the Railway Committee involved 
the surrender by the Central Government of railways as a source of 
revenue. We have accordingly concentrated our attention not so much 
on the question of principle as on the purely practical question 
whether any such surrender could be effected at the present time or 
in the immediate future . . . for the present, it is sufficient to express our 
definite opinion that in the existing state of Indian finances, it 
would be impracticable to replace this source of revenue, if surrendered 
for railway purposes. It is material to mention here that when the new 
financial arrangements necessitated by the Reforms were under considera- 
tion, it was assumed that the Central Government would derive 
a substantial net revenue (after j)aying interest charges) from railways 
in deciding upon the amount of the central d(‘ficit which would have to 
be made good initially by contributions from the provinces. Lord Meston’s 
Committee assumed that the Central Government would derive a net 
revenue of no less than Rs. 10 crores from this soured. . . . We have, 
therefore, been led to the conclusion that separation of railway finance 
in the sense understood by tlic Railway Committee is not at present a 
practical proposition. It may be advisable, when conditions become 
more normal and financial equilibrium is re-established, to re-examine the 
question.’^® 

On the second question, the Railway Finance Committee 
appreciated the gravity of the position delineated by the 
Acworth Committee. In view of the importance of the re- 
commendations made at this time, the attitude of the Finance 
Committee on the subject of capital expenditure on railways 
may be indicated. They said : 

*It has been strongly represented to us that the present incapacity 
of the railways to meet the needs of the jc;ountry seriously hampers^ the 
development of Indian industries. A singk' example will suffice. It is 
a matt(‘r of comjilon knowledge that shortage of wagons has checked the 
development of the coalfields ; in spite of this in 1919 the production of 

Railway Finance Committee Report^ paras 5-7. 
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coal in the Bengal and Behar and Orissa coalfields outstripped transport 
facilities by more than 2| million tons. If this was the position two years 
ago, it is likely to be much worse a few years hence, unless immediate steps 
are taken to rehabilitate the railways. . . .With the great development of 
metallurgical and other industries which may be expected in the near 
future, the rate of increase is likely to grow rather than to diminish — unless 
indeed that development is throttled by the failure of these industries to 
obtain the coal they require. It is not merely a question of buying more 
wagons and locomotives. Lines must be doubled, bridges strengthened, 
yards remodelled and the railways generally fitted to handle more traffic. 
We are greatly impressed by the wastage in the use of existing rolling-stock 
due to the incapacity of bridges to carry the increased axle loads involved 
in the use of the newer and heavier types of engines and wagons. Finally 
the need for a radical increase in the provision of facilities of all. kinds for 
third class passengers is so patent and the demand of the public on this 
point is so insistent that the matter requires no further emphasis on our 
part.’^^ 

On these grounds the Railway Finance Committee considered 
the case for the provision of larger capital funds for the imme- 
diate rehabilitation and betterment of existing lines to be 
amply proved, and endorsed the demands of the railway 
administrations for sufficient fimds for the completion of works 
under construction. To prevent the evils of fluctuation in 
the supply of funds, the committee recommended that 

‘the program should be prepared on a five-year basis, the provision 
for each quinquennial period being considered about two years before the 
termination of the existing period. I'he maintenance of such a program 
necessarily implies that there should be no lapse of money voted for any 
one year but not spent within that year ; such sums should be carried 
to the credit of the railway administration up to the limit of the total amount 
fixed for the quinquennium.’ 

After duly considering all the factors involved, the Rail\yay 
Finance Committee concluded that ‘funds to the extent of Rs. 
150 crores should be devoted to railway capital purposes during 
the next five years’ to be spent exclusively on rehabilitation 
and the completion of lines already under construction.^^ 


37 Acworth Committee Report^ para 8, 

38 Ibid., para 40. 

3® Ibid., para 10, 



24 


THE INHIAIST HAILWAY SITUATION DURING 1920-4 


These recommendations were accepted by the Legislative 
Assembly in March 1922, except with regard to the question 
of separation of railway from general finance. The Govern- 
ment of India and the Secretary of State also agreed to the 
proposal and Agents were instructed to prepare their quin- 
'quennial programs. 

THE RETRENCHMENT COMMITTEE 

About this time the financial position of the Government 
of India was in a serious state on account of the unfavourable 
balance of trade during 1920-1 and 1921-2, and the financial 
strain involved in the creation of the reformed provincial 
governments. The economic conditions were reflected in the 
railway traffic receipts which declined, and for the first time 
since 1900 railways failed to contribute anything to the Central 
Government and produced a deficit of over Rs. 9 crores. The 
need to effect economies and increase revenue was imperative, 
and the Government of India appointed the Indian Retretich- 
ment Committee"^^^ with Lord Inchcape as chairman in 1922. 
Railways were expected to contribute no less than Rs. lOf 
crores by the Meston Committee and the unexpected deteriora- 
tion in railway receipts threatened to render the railways a 
source of considerable liability to the Central Government. 
It is therefore not surprising that the Inchcape Committee 
paid particular attention to the problems of railway finance. 

The committee, first of all, stated the principles according 
to which the State-owned railways should be oj)orated. They 
observed : 

‘The country cannot afford to subsidize the railways and steps should 
be taken to curtail working expenses as necessary in order to ensure that 
not only will the railways as a whole be on a self-supporting basis, but 
that an adequate return should be obtained for the largo capital expen- 
diture which has been incurred by the State. We consider that, with 
economic working, it should be possible for railways in India to earn suffi- 
cient net receipts to yield an average return of at least 5| per cent on the 
total capital at charge. The average return to the State during the three 

Hereinafter referred to as the Inchcape Committee, 
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years prior to the war was 5 per cent, and in view of the fact that large 
amounts of additional capital are being raised at 6 per cent or over, we 
think a return of per cent cannot be regarded as excessive/"*^ 

4"ho Tnchcape Committee next attacked the provision of Rs. 150 
crores to be spent in five years, which, they said, did not assist 
matters, as 

‘this money can be utilized only for new works or to pay the cost of 
improvements carried out in comiexiou with renewals, whi(‘h represents 
only a small portion of the total cost of such renewals. It cannot be ex- 
pended on repairs or for overtaking arrears of renewals, the cost of which 
is borne entirely by working expenses. 

Tn view of the financial stringency and the large capital ex- 
penditure which was being incurred, it was considered that 
the overtaking of those arrears might well be postponed on 
railways not able to earn sufficient receipts to pay interest 
and sinking fund charges. The Inchcape Committee stated : 
'fhe real question to bo dectided is whether, when capital is so urgently 
required by some railways for remunerative purposes, the country can 
afford to borrow large sums of money at the present high rates for expendi- 
ture on railways which are not only unable to earn 5 per cent on their present 
capital, but which have to be sui>sidised by the general taxpayer. We 
consider that further expenditure on such railways can only be justified 
if it can be satisfactorily demonstrated that this expenditure will increase 
the net earnings of the railways sufficiently to cover the additiojial interest 
involved. 

The Inchcape Committee next endorsed the Acworth 
(Jommittee’s recommendations for the. appointment ot a 
Financial Commissioner of Railways, the institution of some 
form of depreciation fund, decentralization of control, and 
an investigation into the railway accounting system by qualified 
experts with foreign experience. The other recommendations 
and observations of the Inchcape (iommittee will be referred 
to later when dealing with the later developments. 'I’he 
summary attempted here reveals in the Inchcape Rejjort an 
attitude different in tone and emphasis from that of the Acworth 
and the Finance Committee. In one sense the Inchcape 

T^ichcape Committee Reports para 5, p. 91. 

** Ibid., para 6, p. 92. 

Ibid. 
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Committee applied what in the light of later experience turns 
out to have been a valuable corrective to the expansionist 
tendencies of the jmjvious reports. In other respects their 
recommendations were com]ilementary. 

The three years 1920-1 to 1922-3 had witnessed such 
ruthless analyses of the railway situation that they probably 
had the etfeet of exaggerating the defects in the working and 
administration of railways. But there can be no doubt that 
the re])eated emphasis on the changes desired accounts largely 
for the ex})edition with which the reorganization was attempted 
and carried out. It must, however, be stated that certain of 
the criti(*isms of the Inchcape (.^ommittee were not well founded. 
The (charges based on the (comparison of the results for two 
years were hardly fair, as they took little acccount of the fact 
that working expenses were swollen by the sums ex])ended 
in overtaking aiTears of maintenance and renewals, the effects 
of which had not yet begun to be felt. Again, the reduction 
through their recommendations of the revenue expenditure 
upset the full utilization of the capital lumpsum provided 
for rehabilitation during the quinquennium, thus seriously 
dislocating the programs which had then been completed, 
and limiting the money spent on open lines and rolling-stock 
to less than Rs. 88 crores during the period 1922-7. 

The factors which affected railway linance during the early 
post-war years were many. The prices of all materials had 
risen to unprecedented heights. The temporary enhance- 
ments in the wages bill had to be replaced by permanent revi- 
sions of scales in or by 1920. The advance on the pre-war 
scales of pay amounted from 20 per cent in the case of the 
higher paid staff to over 150 per cent in the case of lower sub- 
ordinates and inferior employees who always accounted for 
a major portion of the labour costs. As if these were not bad 
enough, the average rate of interest which had been less than 
per cent rose to over 6 per cent on the capital raised after 
1916-7. The effect of this as well as the large outlay on re- 
habilitation led to an increase of more than Rs. 5 crores on 
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ci(*c50unt of interest alone as compared with the position diu’ing 
19134. As against these factors which forced up working 
expenditure, rates and fares had not advanced to anything 
like the same extent. 

ADMINISTRATIVE REFORMS 

VVe may now proceed to consider the action taken on the 
recommendations of the committees which had investigated 
the railway situation during 1920-3. The Acworth Com- 
mittee had recommended the appointment of a Member of 
Council for Communications and a Chief Commissioner and 
three other commissioners. The Government of Tndia did 
not agree to the appointment of an independent Member for 
Communic^ations but approved of the reorganization of the^ 
Railway Board on the lines of the recommendations of the 
Acworth Committee. The appointment of a Chief Cbmmis- 
sioner was made in November 1922 and his status was raised 
as suggested by the committee. Accordingly the new Chief 
Commissioner, it was stated, Is solely responsible— under 
the Government of India — for arriving at decisions on technical 
matters and for advising the Government of India on matters 
of railway policy, and is not, as was the President, subject 
to be outvoted and overruled by his colleagues on the Board.’ 

Mr. (later Sir) C, D. Hindley was appointed to this post 
and his first duty as Chief Commissioner was to work out 
detailed proposals for the reorganization of the Railway Board. 
The appointment of a Pinancial Commissioner was urged by 
both the Acworth and the Inchcape Committee and early 
appointment to this post was requested by the Chief 
Commissioner. The appointment was made in A[)ril 1923 with 
the sanction of the Secretary of State. The Railway Board 
as reconstituted towards the end of the year 19234 consisted 
of the Chief Commissioner, the Financial Commissioner, and 
two Members. The territorial distribution of work recom- 
mended by the Acworth Committee was abandoned in favour 

Indian Hailways, 1922*3, Vol. 1, p. 5. 
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of a functional division. Four dire(^tors in charge of civil 
engineering, mechanical engineering, traffic and establishment 
were created, to leav(^ tlie commissioners and members of the 
Hail way Board free of routine duties to devote greater attention 
to larger questions of railway policy and to keep in touch with 
Local Governments, railway administrations and public bodies. 
The tec^hnical staff, the directors, it was stated, ‘ are not merely 
advisers or consultants, but are actually responsible for dealing 
with. . .proposals of new works and projec^ts, with traffic problems 
which come to Government for settlement, with technical 
standards, questions of safety and inspection, and problems 
connected with personnel.’ The difficulty with the former 
Railway Board was over- centralisation which overwhelmed 
them with detail to the detriment of the prompt disposal of 
the larger problems. This defect was sought to be removed 
in the reorganization by a policy of decentralization of poweivs 
to agents of state-managed railways and boards of directors 
of company -managed railways. 

SEPARATION OE FINANCE 

We have seen how the proposal to separate railway finance 
from general finance was postponed from time to time. When 
the Acworth (Jommittee recommended the institution of an 
independent railway budget, they referred to the liabilities 
which the railways would have to assume and expressed their 
opinion as follows : 

‘Whether the railways siiould pay precisely this amount (the interc'st 
charges) or a larger amount ... in consideration of the expenditure which the 
railways have incurred for Jion-railway purposes is a matter for argument. 
We have ?io wish to express a positive opinion though we think that there 
is much to be said for letting bygones be bygonc*s and fixing the payment 
to the Government at the same sum that the Government has itself to find 
at the present time for interest on railway debt. The point is that, the 
Railway department, subject to the general control of Government, onc^e 
it has met jts liability to its creditors, should itself regulate the disposal 

•S"* Report hjf the Hailwaif Board on Indian Railuniys 1923-4, Vol. I, p. (>. This title 
1ms bee<i retaineci since that year, and the publication will be referred to hereinafter as 
Haikray Board's Report. 
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of the balance, and should be free to devote it to new (‘apital purposes 
(whether directly or as security for new debt incur nal), or to ri'seryes or to 
dissipate it in the form either of reductions of rates or improvement of 
services. We have expressed our own view that the only payment by the 
lailways to the general exchequer should be the interest at a fixed rat(i on 
the capital advanced.’'*® 

In dealing with this important recommendation, tlic Railway 
Finance (Jommittee, as we have seen already, took a different 
attitude towards the proposal of a separate railway budget 
in view of the then state of general finance and suggested 
postponement of the consideration of the question for some 
time and examioing it again when conditions became normal 
arid financial equilibrium was re-established. They referred, 
however, to certain problems which would have to be settled 
before the question of sejjaration was decided. Their report 
stated : 

It would, of course, be riecessary to discuss certain questions of prin- 
ciple which for the reasons given we have now avoided, such, for example, as 
the extent, if any, to which general revenues are entitled to benefit from 
the net profits made by railways, how the capital at charge and the liability 
in respect of interest charges should be assessed, whether any deduction 
should be made from that capital in respect of strategic railways, how far 
the control of the Assembly over the budget as a whole would be affected by 
such separation, and whether the railway administration would be justified 
in utihzing, or indeed whether it would be economically sound to utilize, 
surplus railway revenues for capital expenditure.’'*^ 

The proposal was loft at that stage till 1923, when the Railway 
Board, while dealing with the liichcape Committee’s recom- 
mendation that railways should^ be so worked as to yield 
an average return of at least per cent on the capital at 
(charge, reopened the whole question of the separation of rail- 
way finance. The detailed proposals of the Railway Board 
were to the effect that the Government should receive from 
the railways interest on the capital invested on railways, with 
the exception of the strategic railways, together with a fixed 
annual dividend of five-sixths of one per cent, and a share of 

Acirorih Vontjtnltlee Report, {Mira 7 4, pp. 32-3. 

Raihvojj Fiminre Conintiffee Report, pam 7. 
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any surplus profits. The dividend, according to the Railway 
Board’s proposal, was to be an ‘accruing charge which, if 
not paid off in any one year owing to temporary causes, must 
be met in another.’ In view of the difficulties experienced, 
such as amending fSection 67-A of the Government of India 
Act, the scheme was laid before the Central Advisory Council 
for Railways, and thereafter submitted to the Legislative 
Assembly on 3 March 1924, in the form of a resolution estab- 
lishing a convention to this effect with the Legislative 
Assembly. The solution suggested, it was explained, 

’does not give that full measure of seeurity that the railway admini- 
stration requires if it is to regulate its working on a commercial basis and 
is to be in a position to balance gains and losses over a series of years ; but 
if the Assembly is convinced of the nec.-essity of having a convention of 
this nature and agrees to it, it may be assumed that no attempt will be made 
subsequently to upset the convention. 'Jlie convention, if adhered to, will 
secure the main object, viz., (t) a stable return to the general revenues from 
railways, and (ii) the carrying out of a railway policy based on the accept- 
ance of responsibdifcy for obtaining a fixed dividend accompanied by the 
assurance to the mil way administration that funds will be forthcoming 
for any operation which will setuirc such dividend and tliat any surplus will 
be available for railway purposes.'^® 

The resolution was referred to a committee of the House, who, 
unable to deal with it in the time at their disposal, postponed 
it to the next session. In August 1924, the committee issued 
their report recommending that the fixed contribution to the 
general revenues should be raised from five-sixths of one per cent 
to one per cent on the capital at charge of the commercial 
lines. To this was to be added one-fifth of any surplus profits. 
They proposed that if the amount available for transfer to 
the railway reserve after payment of the above contribution 
should exceed three crores of rupees in any one year, one- 
third of the excess should also accrue to the general revenues. 
The committee also agreed to the proposals of Government 
on the financial side, but asked for alterations in the con- 
stitution of the Central Advisory Council to provide for the 

JidiUcay Report Vol. J, ]>. S, 

Ibid., p. 90. 
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selection of its members from panels set up by the Council of 
State and the Legislative Assembly from amongst their members 
and for the creation of a Standing Finance Committee, con- 
sisting mainly of the members of the Legislative Assembly. 
They further stated that the estimates of railway expenditures 
should be first approved by this committee before the intro- 
duction of the demands for grants \n the Legislature, and that 
the railway budget should be introduced before the general 
budget, and separate days allotted for its discussion. These 
proposals were accepted by the Covernment, but the (question 
was raised whether, as a condition for the acceptance of the 
proposals by the Assembly, Government should not give 
assurances with regard to Tndianization of the services, re- 
presentation of Indians on the Railway Board, and the purchase 
of stores for railways. An undertaking was also demanded 
that no railway was to be handed over to a private company 
without the prior apjHOval of the Legislative Assembly.^® 
The report of the committee came up before the Assembly 
in the middle of September 1924, and after a good deal of 
debate, an agreement was formally reached on 20 September. 
According to the agreement, 

‘Govornment undertook that the aiTanj'einents for separation should 
hold good only so long as the East Indian Railway, the Great Indian 
Peninsula Railway and the existing state-managed railways remained 
under State management ; that no negotiations for the transfer of any of 
these railways to company management should be concluded until facilities 
had been given for the discussion of the whole matter in the Assembly ; 
and that, further, if any of the above railways were transferred to company 
management, against the advice of the Assembly, the Assembly should 
be at liberty to termimite the arrangements for separation.’*^^ 

The resolution supporting the ])ro})osal for the separation 
of finance as passed by the Assembly stood as follows : 

‘This Assembly recommends to the Governor-General in Council that 
in order to relieve the general budget from the violent fluctuations caused 
by the incorporation therein of the Railway estimates and to enable rail- 
ways to carry out a continuous railway policy based on the necessity of 

Railivai/ Board's Report 1924-5, Vol. I, p. 2, 
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making a (U'finite retxirn to general revenues on the money expended b>’ 
the State on railways : 

(1) the railway finances shall be separated from* the general finances 
of the country and the general revennes shall receive a definite annual 
contribution from railways which shall be the first charge on the net receipts 
of railways ; 

(2) the contribution shall be based on the capital at charge and working 
lesults of commercial lines, and shall be a sum equal to one per cent on 
th(‘ capital at (charge of commercial lines (excluding capital contributed 
by companies and Indian States) at th(‘ end of the penultimate finamaal 
year plm one-fifth of any surplus profits remaining after payment of this 
fix(Kl return, subject to the condition that, if in any year railway revenues 
are insufficient to provide the percentage of one per cent on the capital 
at charge, surjilus profits in the next or subsequent years will not be deemed 
to have ac^crued for purposes of division until such deficiency has been made 
good; theintert‘st on the capital at charge of, and the loss in working, strategic 
lines shall be borne by general revenues and shall consequently be deducted 
from the contribution so calculated in order to arrive at the md amount 
payable from railway to general revenues each year ; 

(3) any siirplus rcunaining after this payment to general revenues 
shall be transfernsl to a railway r(‘serve ; provided that if the amount 
available for transfer to the T'ailway reserve exceeds in any year three crores 
of rupees, only two-thirds of the excess over three crores shall be transferred 
to the railway reserve and the remaining one-third shall aciTue to general 
revenues ; 

(4) the railway reserve shall be used to secure the payment of the 
annual contribution to general revemn‘S ; to providi*, if necessary, for 
arrears of depreciatioii and for writing down and v citing oft' capital ; 
and to strengthen the financial position of railways in order that the 
seivices rendered to the public may be improved and rates may be 
red\iced ; and 

(5) the railway administration shall be entitled, subject to such condi- 
tions as may be prescribed by the Government of India, to borrow tem- 
[)orarily from the capital or from the reserves for the purpose of meeting 
(‘xpendittire for which there is no. provision or insufficient provision in the 
j e venue budget subject to the obligation to make repayment of such borrow- 
ings out of the revenue budgets of subsequent years.’ 

These arrangements under the convention established in 
accordance with the resolution were, it was provided, subject 
to revision, and were to be provisionally tried at least for 
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three years. It was further stated that the convention was 
to hold good only ‘so long as the East Indian Railway and the 
Great Indian Peninsula Railway and the existing state -managed 
railways remain under State management.’ If Government 
entered into negotiations to transfer any of these lines to 
company management, they were not to be completed before 
they had been discussed by the Assembly. If the advice 
of the Assembly was rejected, it was provided that the Assembly 
would be at liberty to terminate the arrangements made in 
accordance with this resolution. Einally, the Assembly also 
recommended a rapid Indianization of the railway services 
and a policy of purchasing stores through the Indian Stores 
Department. 

Thus was accomplished what is probably the most im])ortant 
reform introduced during the present century in connexion 
with the administration of Indian railways. The separation 
of the railway budget might not have been effected so soon 
but for the pressure of certain problems which did not brook 
any postponement. The ap})roaching termination of the con- 
tracts with the East Indian and Great Indian Peninsula Railway 
Companies had rendered a decision on the general question of state 
versus company management imperative, and in FebruaTy 1923, 
the Legislative Assembly was able to carry a resolution recom- 
mending state management on both the lines on the expiry 
of their contracts. The Government of India were not, however, 
fully in agreement, and while conceding that the present 
system was unsatisfactory, they proposed ‘to continue their 
efforts to devise a satisfactory form of companies domiciled 
in India to take these railways over, eventually on the basis of 
real company management.’ The Separation CVmvention which 
was adopted on 20 September 1924, removed apprehensions of 
the dangers to which state management is exposed, and on 
1 January 1925, the State took over the management of the 
East Indian Railway. The contract concerning the Great Indian 
Peninsula Railway terminated on 30 June 1925, and arrange- 
ments were made to bring it also under direct state management. 


5 - lol4B 
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Thus was brought to a close a period of hesitancy and 
unwillingness on the part of the Government to assume re- 
sponsibility for the direct operation of its own railways. Up 
to this time, the Government had worked only those railways 
which, because of their unremunerative character, had kept 
away companies from them. The year 1925 marked the date 
on which the. State accepted responsibility for operating the 
paying lines to a standard of efficiency and success not inferior 
to company management. The effect of the changes during 
the period 1920-4 and the introduction of a separate railway 
budget on the railway organization and ])olicy was to eman- 
cipate the Indian railways from the trammels of the Finance 
Department. They implied a freedom to initiate and carry 
out policies governed by business principles ; they also helped 
to inaugurate further changes and ventures on a scale not 
previously attempted. The character and consequences of 
these developments need to be studied, as the Indian railways 
constitute the largest single undertaking in the country and 
have a profound influence on its economic life. Further, the 
success of the attempt at state operation itself needs to be care- 
fully apy^raised. . The advocates of the yiolicy of industrial deve- 
lopment of the country looked to the railwa.ys for encourage- 
ment and active suy^port. The growing insistence on increasing 
industrialization is amply borne out by the exyiansion of the 
older industries and the development of new ones during recent 
years. These are but a few of the problems raised in connexion 
with our railways during the last two decades. 

It is y^roy)osed to examine, in the succeeding chapters, the 
principal developments dujing the post -separation period. 
While attention is focussed chiefly on this yieriod, y)orsy)ective 
has not been sa(*riflced. The answer to certain of the imyiortant 
questions raised here (‘annot be given before the close of our 
survey. The subject of caj)ital exyienditure is taken uy) in 
the next chaj)ter by reason of the importance attached to it in 
connexion with the rehabilitation and adequacy of our railway 
equipment both prior to, and immediately after, the year 1924, 
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As the problems encountered during the early post-war years 
were concerned to a large extent with those of rehabilita- 
tion, modernisation and construction, expenditure on capital 
account on a considerable scale on many kinds of projects 
and schemes was the principal feature of railway finance during 
the post -separation years. It is necessary at the outset to 
refer to the Indian railway system as it stood in 1924. 

CLASSIFICATION OF INDIAN RAILWAYS 

Indian railways have been generally classified under fifteen 
heads in the administration reports of the Railway Board 
according to their relation to the Government of India as 
regards financial control. Their relative importance in length 
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of milage, capital, gross earnings and net earnings will be clear 
from the figures shown in Table 2. 

TABLE 2. INDIAN RAILWAYS GROUPED ACCORDING TO METHODS 
OE WOBKING ON 31 MARCH 1924 

(Ms. in crores) 

Route Capital Gross Net 

Classifieation milage at charge earnings tairnings 

Rs. Rs. Rs. 

(1) State lines work(‘d by State 7,678 185*98 24*12 6*67 

(2) State lines worked by com- 19,286 452*87 70*26 26*85 

panics 

(3) Branch line companies’ 196 1*44 0*11 0*03 

railways under guaranteed' 
terms worked by branch 
line companies 

(4) Branch line companies’ 115 0*81 0*12 0*06 

railways under guaranteed 
terms worked by main 
line 

(5) Branch line compai\ies’ rail- 1,981 13*85 2*46 1*20 

ways under rebate terms 
worked by main line 

(6) Branch line companies’ 167 1*82 0*15 0*07 

railways under guarant(‘('d 
rebate terms 

(7) Companies’ lines subsidized 2,170 17*16 3*07 1*62 

by Government of India 

(8) Companies’ lines subsidized 137 1*75 0*37 0*11 

by local governments 

(9) UnassisL'd companies’ line's 70 0*38 0*04 0*01 

(10) District board lines 271 1*49 0*36 0*16 

(11) Companies’ lines subsidized 306 1*51 0*36 0*16 

by district boards 

(12) Indian State lines worked 3,054 15*86 2*63 0*78 

by Indian States 

(131 Indian State lines worked 1,780 11*24 1*86 0*78 

by main lines 

(14) Com})anies’ lines guaranteed 754 9*64 1*72 0 88 

by Indian State's 

(15) Lines in foreign territory 74 2*15 0*18 0 07 

worked by British Indian 

railway companies 

Total . . 38,039 717*93 107*80 39*35 

These fifteen groups were arranged at the instance of the 
Acworth Committee into three broad divisions for statistical 
purposes : Class I railways with gross earnings of Rs. 50 
lakhs and over a year ; Class II railways with gross earnings 
of less than Rs. 50 lakhs and over Rs. 10 lakhs a year ; and 
Class III railways with gross earnings of Rs. 10 lakhs and 
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under a year. The relative magnitude of the three classes 
may be seen from, the following figures as on 31 March 1924 : 


Glass 

Route milage 

Capital outlay 
(Rs. in crores) 

I 

34,761 -65 

694-54 

II 

1,868 06 

14-40 

III 

1,408-81 

6-87 

Total 

;58,():!8'52 

715-81 


The t3ass I railways, it will be noticed,, constitute by far 
the largest of the three groups and will receive in the present 
work the principal attention. The railway systems^ comprised 
in this group are : 

(1) Assam Bengal Railway 

(2) Bengal and North-Wtvstern Railway 

{']) Bengal Nagpur Railway 

(4) Bombay Baroda and Ccuitral India, Railway 

(5) Burma Railways 

(0) Eastern Bengal Railway 

(7) East Indian Railway (ineluding the Oudh and Rohilkund Railway) 

(8) Great Indian Peninsula Railway 

(9) Jodhpur Railway 

(10) Madras and 8outhern Mahratta Railway 

(11) Nizam’s State (Guaranteed) Railway 

(12) North-Western Railway 

(13) Rohilkund and Kumaon Railway 

(14) South Indian Railway. 

For purposes of statistical analysis, the (Jass I railways have 
been further subdivided according to the gauge. A large 
proportion of the milage of these railways comes under the 
broad gauge, and the bulk of the remaining milage under 
the metre gauge. The balance constituting a small fraction 
represents the narrow gauge lines. ^ 


1 liofereiice to the individual railways in the succeeding pages will he made by their 
initials only. 

2 The relative proportion of the route milage of the f^lass I railways under the tliroo 
gauges may be seen from the following figures as on 31 March 1924; 


Class 1 railways 

Broad gauge (5' 6") 18,640 

Metro gauge (3' 3") 14,159 

Narrow gauge (2' & 2' (>") 1,962 


All railways 
18,640 
15,659 
3,739 


34,761 


Total 


38,038 



38 CAPITAL EXPENDITUBE EtTBlNG THE POST-WAli PEBlOb 

The state has a large financial stake in the Class I rail- 
ways. All the systems included in this group with the excep- 
tion of the Bengal & North-Western, the H. E. H. The Nizam’s 
State, and the Rohilkiind & Kumaon, were State-owned. To 
these must be added the state lines worked by these private 
railways, namely, the Tirhoot section worked by the Bengal 
& North-Western and the Lucknow-Bai^eilly section worked by 
the Rohilkund & Kumaon. 

IMPORTANCE OF CAPITAL EXPENDITURE 

It is necessary to appreciate the full implications of the 
works programs of railways. The railway industry jn-esents 
a unique integration of a number of factors to render the highly 
specialized function of inland transport. The apparatus which 
it uses is the most elaborate of all industrial undertakings. 
The permanent way, banks, bridges, tunnels ; stations, termini, 
marshalling yards, sheds, signals ; locomotives, coaching 
vehicles, goods wagons, steam coaches, diesel cars, rail motors ; 
huge workshops for construction, assembly, repairs and re- 
conditioning of railway plant and machinery ; all these 
operated by an army of em^doyees, supervisors and executives, 
roughly indicate the nature of the concrete machinery of a 
railway undertaking.^ 

Railways have played an important j^art in construction 
of all kinds. From the stage when the voids of vast regions 
are explored, surveyed and gridironed with railway facilities 
right down to the process of keeping the elaborate apparatus 
at work, large sums are spent. Increase of population, deve- 
lopment of new territory, growth of large-scale industries and 
the consequent demand for rail transportation lead to ihe 
construction of new lines. A progressive railway system 
calls for increasing expenditure. Augmentation of traffic and 
greater density of movement must be met by additional trains, 

* As Prof. F. W. Taussig observed : ‘A railway’s plant is large relatively to that 
in most industrial units .... A manufacturing plant in which the plant merely equalled 
in value the annual output would bo regarded as having a relatively lai^e fixed invest- 
ment ; how much more the railway in which the plant is five or ton times as great in 
value as the annual turnover.’ Prhiciples of Economics^ Vol. II, p. 421, fourth edition. 
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inprovements in marshalling yards, larger station facilities, 
modernised signalling, heavier engines, strengthening of the 
permanent way, bridges, etc., and a corresponding enlarge- 
ment of workshoji capacity. The very maintenance of 
railway property in efficient condition involves periodical out- 
lays of large sums of money. With the development of towns 
and suburbs, passenger and goods traffic outgrows the original 
provisions for convenience and economical handling at 
terminal stations. Railways contribute through remodelled 
termini, monumental examples of the builder’s art, the 
engineer’s skill, and architectural beauty without sacrificing 
utility, which is the principal object of constnu;tion. The 
diversity of materials required to provide the railway 
plant and equipment indicates the very wide range of 
industries affected and the railways’ contribution to industrial 
activity in general. 

POST-WAR REHABILITATION PROGRAM 

* The capital program of Indian railways since 1924 has 
been one of the most important developments made possible 
by the new financial autonomy conferred on them under the 
Separation Convention. The policy started in 1924-5 was 
pursued with great effect till 1932, when it had to be abandoned 
on account of the severe financial stringency which followed 
the depression. The twelve years beginning with the year 
of the separation fall into two clearly defined periods : the 
first six years, 1924-30, a period of great prosperity all round ; 
and the second, from 1930 onwards, during which was witnessed 
the gradual impact of the. depression and the sudden reversal 
of the fortunes of the railways. From the standpoint of 
revenue and profits, the two periods rej^rcsent a clear division 
of the years of surpluses and of deficits. But as regards the 
policy of capital expenditure and works programs, it is advisable 
to extend the earlier period down to the close of the financial 
year 1931-2. The momentum of six years could not be arrested 
abruptly, and the adjustment of the works programs to the 
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pressure of depression finance took nearly two years to allow 
for the completion of the projects already started. In dealing 
with the policy of capital expenditure, the present chapter 
covers the period of eight years from 1924^5 to 1931-2. 

The capital at charge of Indian railways at the end 
of the financial year 1923-4 amounted to Rs. 7] 7*93 crores, 
and this figure rose to Rs. 876*34 crores on 31 March 1932. 
If private-owned railways arc excluded, the State-owned 
railways accounted for an increase from Rs. 641*76 crores 
in 1924 to Rs. 789*79 crores in 1932. The progress of 
expenditure on capital account during this period is shown in 
Table 3. 


TABLE 3. CAPTI^AL AT CHARGE OF THE INDIAN RAILWAYS 
AS ON 31 MARCH, DURING 1924-37* 


{In crores of Rs.) 


Year 

State -owned 
railways 

All railways 

Year 

State-owned 

railways 

All railways 

1924 

641-76 

717-93 

1931 

783*32 

869-81 

1925 

655-21 

733-37 

A932 

789-79 

. 826-34 

1926 

675-23 

7.54.32 

1933 

797-26 

884-91 

1927 

701-07 

788-67 

1934 

795-21 

884'41 

1928 

733-45 

822-86 

1935 

795-44 

885-47 

1929 

739-26 

831-39 

1936 

789-17 

879-57 

1930 

770-13 

856-75 

1937 

789-02 

880-13 


* lidUwmj BoarcVs Reports, Vol. TI, ff)r oaoh yonr. 


The actual ex])enditure incurred during this period was, 
therefore, Rs. 148*03 crores on State-owned railways and 
Rs. 158*41 crores on all railways. Not all this capital, how- 
ever, was spent on works. Part of the increase is to be attri- 
buted to the liabilities on account of the purchase of railways 
in accordance with the policy of State acquisition of com- 
pany-managed lines. Expenditure under this head is essen- 
tially in the nature of a transfer of proprietorship and 
of the liability therefor. Quite different is the case of the 
expenditure of funds on improvement of existing lines and 
the construction of new railways. Here one is faced with 
questions of financial and economic justification. Attention 
in what follows, therefore, is directed to that part of the 
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expenditure on capital account which falls within the scope 
of the second category. As the State-owned railways represent 
90 per. cent of the total capital on railway account, the policy 
followed in connexion with these railways alone is discussed 
in this chapter, except when there is reference to the contrary. 

Three factors chiefly contributed to the prodigious ex- 
pansion in construction activity during the post-war decade. 
Firstly, the most urgent problem before the Indian railways 
after the war was one of immediate rehabilitation. We have 
already seen, in the last chapter, how the Acworth Committee^ 
drew pointed attention to the dilapidated condition of 
railway equipment. Secondly, there was the jiroblem of 
enlarging the capacity of the railway plant. As the Railway 
Finance Committee remarked, the incapacity of the railways 
to meet the needs of the country was not merely a question 
of buying more wagons and locomotives : the use of heavier 
types of engines and better wagons, in order to increase the 
capacity of the railways, implied that the lines must be doubled, 
bridges strengthened, yards remodelled and improvements 
carried out throughout the line.^ Thirdly, the construction of 
new railways and extensions to existing railway systems, 
which could not be undertaken owing to war-time restric- 
tions and financial stringency, had to be considered. The 
programs prepared to carry out rehabilitation, extensions 
and construction received fresh impetus after the separation 
of finance in 1924. These three types of improvements and 
additions will be taken up in order. 

PROGRAM REVENUE EXPENDITURE 

TUe importance and urgency of large expenditure on open 
lines were stressed more than once by the railway committees 
and the Indian railway authorities from 1921 onwards. The 
almost derelict condition in which the Indian railways emerged 
from the war was adversely commented upon by every one 
who had to deal with them. To analyse and interpret the 

* Acworth Committee Beport, para 68, pp. 30-1. 

^ Railway Finance Committee Report, para 8, 


6— 1514B 
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policies that took shape after 1924, it is necessary to start 
from 1920-1. 

In 1919-20 an amount of Rs. 14*05 crores was spent on 
open lines including rolling-stock. In 1920-1 the total grant 
budgeted for was Rs. 22i crores, but actually Rs. 21*94 crores 
were spent. As Government finances deteriorated abnormally 
in the succeeding year, the Finance Member was able to allot 
for a total capital expenditure of only Rs. 15 crores, as against 
Rs. 22| crores in the previous year. Mr. Malcolm (later Lord) 
Hailey, introducing his budget estimates for 1921-2, said : 

‘ Indeed, wo have felt some hesitation as to whether we could justly find, 
oven this figure, but anything less than this will so restrict the provision 
of necessary renewals, and of new rolling-stock, as to react very seriously 
upon the carrying capacity of our railways. I am fully aware that in 
many circles this provision will be regai'dcd as inadequate. I realize also 
that it would be a penny-wise and pound-foolish policy to kill the goose 
that lays for the taxpayer so many golden eggs. Nevertheless, in the 
opinion of Government, great as are the interests concerned in a pro- 
gressive railway policy, the interests of the country as a whole are greater, 
and in the long run it will be to the latter’s interests, and, indeed, to those 
of the railways themselves, that we should first clear the way by putting 
our finances in such a position that they will 171 future be able to bear the 
burden of larger caj)ital expenditure in vailous directions of development, 
of which railway development is no doubt the iTiost important.’® 

But the further loss in exchange and, to a smaller extent, 
additional provision for urgent works and stock and the local 
purchases of materials for revenue works raised the actual 
expenditure on capital account for 1921-2 by Rs. 8 crores to 
Rs. 22*96 crores. Of this the open line expenditure, including 
rolling-stock, amounted to Rs. 14*56 crores and the loss by 
exchange to Rs. 6*98 crores. 


® B}idcfct for 1921-2, para 39, p. 23. The fluctuations of the Indian exchange reduced 
the diffnronco between the grants to a much smaller figure. As a largo proportion of the 
expenditure was incurred in England for the purchase of materials, exchange did play 
a more important part than might bo imagined, eai)e<nally at a time of instability in the 
foreign exchange. During 1920-1 budget anticipations were based on an average rate of 
over 2s, and consequently the financing of a capital grant of £22^ millions should have 
required a rupee expenditure of only Rs. 19 crores. For 1921-2, an average rate 1 a’. 8d was 
assiunod and the capital program of £15 millions required a rupee expenditure of only 
Rs. 18 crores, so that in actual expendituro of rupees the difference was only over a 
emre. 
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The financial year 1922-3 was important for Indian rail- 
ways. Even while the Acworth Committee’s devastating 
criticisms of the demoralising effect of Government’s financial 
policy on the progress of improvements and extensions to the 
railways were still fresh in the public mind, the Finance Member 
had had to confess that the imperative needs of State finance 
curtailed the provision of funds available for railway rehabi- 
litation. This fact must have bulked large in the minds of 
the Railway Finance Committee of the Central Legislature 
who dealt with this problem in their report. 

The Railway Finance Committee considered ‘the case for 
the provision of larger capital funds for the immediate rehabi- 
litation and betterment of existing lines amply proved.’ As 
it 'was uneconomical to refuse funds to the railway admini- 
strations to complete works .then under construction, the 
committee stated that these requirements must, in their opinion, 
take precedence of any demands for the construction of new 
lines. Impressed with the necessity for allowing railway 
administrations to proceed with operations of improvement 
and . betterment on a fixed program, they declared: ‘Indeed, 
we go so far as to say that a guaranteed program extending 
over a course of years is almost as important as the provision 
of larger funds.’ The idea of a ten-year jirogram was rejected 
on the ground that from neither the financial nor the admini- 
strative point of view was it practicable to look so far ahead. 
Instead, a five-year program was recommended, the provision 
for each quinquennium being considered about two years 
before the termination of the existing period. ‘The maintenance 
of such a program,’ the committee concluded, ‘necessarily 
implies that there should be no lapse of money voted for any 
one year but not spent within that year ; such sum^ should 
be carried on to the credit of the railway administration up to 
the Umit of the total amount fixed for that quinquennium.’'^ 

As regards the extent of the program, the committee kept 
two considerations in mind : first, the actual needs of the 


’ Railv)ay Fina7ice Cofnmittee Report, para 10. 
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open lines for rehabilitation and improvement ; and second, 
‘the commitments of Govei*nment in regard to other capital 
liabilities and the probable capacity of the money markets 
to supply the nec^essary loan funds.’ As regards the minimum 
requirements of open lines during the next five years, they 
accepted the Railway Board’s estimates,® which were as 
follows : 

(Hs. in cTores) 


(1) Wagons .. .. 48^ 

(2) Coaching stock .. .. .. 18 

(3) Engines . . . . . . 30 

(4) Strengthening track and bridges . . 10 

(5) Doubling lines . . . . . . 12| 

(6) Yard and station facilities . . . , 20 

(7) Workshops . . . . . . 10 

Total . . 149 


T’he Government undei'took that ‘the piBgram was to be strict- 
ly adhered to subject to the understanding that a war qr other 
unforeseen contingency radically disturbing the money market 
might render it necessary to curtail the operations of any 
one year.’*-^ The entire amount was to be devoted to the 
rehabilitation and improvement of existing lines, special 
stress being laid on the improvement of the conditions of 
travel of third class passengers and to the completion of lines 
already in hand. There was, further, to be no lapse of money 
voted for any one year but not spent within that year, and 
such sums were agreed to be carried to the credit of the railway 
administrations from year to year to the end of the quin- 
quennium. 

The acceptance of the principle of leaving the railways 
to work up to a five-year program with the provision of adequate 
funds made a great change in the situation. We may now 
proceed to examine how the new policy worked in the last 
two pre-separation years, 1922-3 and 1923-4. 

According to the new program, a grant of Rs. 30 crores 
was made in the budget for 1922-3, consisting of Rs. 18*76 


** Railway Finance Committee Report^ para 11, 
* Budget for 1023-4, p. 121. 
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crores for open line works and Rs. 2-01 crores for completion 
of lines under construction, the balance of Rs. 9*23 crores 
being the estimated amount required for exchange adjust- 
ments. Owing to the delay in the delivery of materials and, 
to a smaller extent, to the fall in prices, expenditure fell 
short of the allotment by Rs. 8*64 crores, which was carried 
to the next year. The allotment for 1923-4 was also Rs. 30 
crores a«nd to this was added the unutilized balance of the 
previous year, thus making up a total of Rs. 38*64 crores. 
Of this amount Rs. 26*33 crores were allocated to the open 
lines, Rs. 2*80 crores to lines under construction, and Rs. 9*50 
crores to exchange adjustments. The actual expenditure as 
compared with the budget estimates stood as follows : 




(In crores of Rs.) 





1922-3 

- 1923-4 

1924-5 


Budget 

Accounts 

Budget 

Accounts 

Budget 

Accounts 

(1) Open lines 

(2) Lines under 
construction : 

18-76 

11-18 

26-34 

*17-30 

19-98 

10-07 

Of previous years 

2 01 

2 01 

2-80 

1-79 

2-31 

2-73 

Of current year 


0-05 

. . 

4-47 

2-70^ 

0-66 

(3) Exchange 

9-23 

5-20 

9-50 

1-70 

5-01'" 


Total . . 

30-00 

18-44 

* 38-64 

20-80* 

30-00 

13-46t 


* Tliis figure is net after allowing for suspense, Rs. 336 lakhs. 

t Source : Budgets for 1922-3 to 1925-26. Includes on account of exchange Rs. 233 
laklis and allows for suspense account of Rs. 659 lakhs. 

It is clear from the figures of actual expenditure that the 
budget anticipations were far more optimistic as to spending 
money than the capacity of railways in fact proved. During 
the two years 1922-4,^^ after the adoption of the program of 
Rs. 150 crores, an allotment of Rs. 60 crores was made, out 
of which the railways could spend only just under two-thirds, 
namely, Rs. 39*24 crores. If we include the figures for 
1924-5 also in this calculation, the railway administrations 
could, against a total grant of Rs. 90 crores, spend only 
a little over one-half, namely, Rs. 52*70 crores. Looking back 

The reference is to the financial years 1922-3 and 1923-4. Unless otherwise stated 
or implied in the context, similar expressions of dates in the following pages should be 
understood to refer to the financial years. 
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now to a period separated by more than twenty years, 
one might well envy the lot of those whose fault appeared 
to be an incapacity to spend the allotted grant to the full. 
Indeed, the Railway Board were almost apologetic in their 
explanations regarding the dilatoriness in spending the funds 
and carrying out the programs. Thanks to a conservative 
accounting system, the danger of ill-advised expenditure, 
however heartily supported by public opinion at tj^^e time, 
was avoided. A brief reference to the program revenue 
expenditure of Rs. 150 crores may be made before dealing with 
later developments. 

There was some confusion of thought as regards the ex- 
penditure of the Rs. 150 crores of new capital. As the Inchcape 
Committee pointed out, The provision of Rs. 150 crores to be 
spent in five years on the rehabilitation of the railways does 
not assist matters. This money can be utilized only for new 
works or to pay the cost of improvements carried out in con- 
nexion with renewals, which represents only a small portion 
of the total cost of such renewals. It cannot be expended 
on repairs or for overtaking arrears of renewals, the cost of 
which is borne entirely by the working expenses. In other 
words, one has, in a rehabilitation program, to consider not 
only tho capital jirogram, but the revenue program as well. 
These are interdependent, and a guarantee of capital funds 
such as the Assembly had given is in itself insufficient without 
a corresponding guarantee that funds for the concurrent 
revenue expenditure are also forthcoming. The true implica- 
tions of the program revenue expenditure of Rs. 150 crores 
were not at first fully realized. Such a program was in reality 
one for spending a total sum, not of Rs. 150 crores, but of 
Rs. 212 crores on the rehabilitation of the railways, the addi- 
tional Rs. 62 crores being the revenue portion of the program. 
For example, when renewals are to take place with heavier 
rails or the existing locomotives are being replaced by a more 
powerful type to meet the requirements of traffic, that portion 

Inchcape Committee Report^ para 6, p. 92. 

12 Budget for 1924-5, para 3, p. 127. 
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of expenditure which represents the cost of mere replacement 
or renewal on existing standards must be met from current 
revenues. There is, therefore, a very close relation between 
capital and revenue expenditure on projects of rehabilitation 
and improvement. The ratio of revenue to capital expendi- 
ture on each project naturally varies, but for purposes of 
the Rs. 150 crores program it was estimated to have been 
approximately 2:5. On this reasoning, taking the budget 
grant for 1923-4, amounting to Rs. 38*64 crores on capital 
account, an additional grant of Rs. 15 crores on revenue account 
would have been required. But the reduction at the instance 
of the Inchcape Committee of the revenue (program) expendi- 
ture to Rs. 9 crores, automatically limited the capital funds 
to Rs. 23 crores, an amount which alone could be economically 
spent on open line works. 

The failure to utilize the full grant in 1923-4 was explained 
on the ground that there was insufficient time to frame the 
programs and estimates. The fact that the railways could 
not utilise more than half the capital grant for 1923-4 gave 
rise to an enquiry into the causes when the Public Accounts 
Committee of the Central Legislature discussed the appro- 
priation accounts for that year. In their report the committee 
stated : 

‘The large saving under the grant for the railways was undoubtedly 
due to the fact that the original estimates of expenditure were too high. 
I'he Financial Commissioner of Railways, whom we examined on this point, 
explained to us that the real reasons for the enormous lapse both under 
the capital grant and tlui grant for revenue expenditure in connexion with 
railway construction was due to the fact that under the old system the 
railway authorities were never certain of the amount of money they were 
going to get and consequently could never make proper arrangements for 
spending. They naturally made arrangements for proceeding with works 
that they had started or were starting during the course of the year under 
any contingency that might arise, so that each railway asked for the 
maximum amount that they could spend, and the result was that, taken 
all together, the estimates proved to be too high and that every year 
there was a considerable lapse. Mr. Sim (Financial Commissioner, 
Railways) explained that during the current year (1924-5) he 
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had cut down the total amount of the grant from Rs. 33 crores, 
which the railways in the aggregate hoped to spend, to Rs. 23 crores, 
as he expected that that was the limit of their capacity for spending. We 
do not desire to suggest any arbitrary limits should be fixed which would 
tend to curtail capital expenditure on railways, so long as expenditure 
is remunerative, but in view of the large lapses in capital grants in this and 
the preceding years, we think that consideration should be given to possible 
improvements in estimating.'’^ 

Mr, Sim told the committee that the Agents^"^ were informed 
that they might, if they could, spend up to their requirements 
on the understanding that if the total amount of expenditure 
was likely to bo exceeded, he, as Financial Commissioner, would 
ask the Legislative Assembly to vote an additional grant. 

The experience of the two pre-separation years definitely 
proved that railway administrations were ill prepared either 
with programs or with adequate machinery to make effective use 
of the funds provided. The constitution of proper admini- 
strative machinery takes time, and it was only within another 
two or three years that the railways develo]3ed the necessary 
organization of technical advisers and departments to imple- 
ment schemes of betterment and new construction. The 
Chief and the Financial Commissioners themselves stated : 

‘The inauguration on a large scale of a scheme for rehabilitation and 
improvement necessarily finds railway administrations without the detailed 
estimates of projects without which, and an allotment of funds, work cannot 
be started ; and in the absence of any certainty as to budget provision 
for program revenue as well as capital, the preparation of such estimates 
cannot profitably be undertaken, nor can satisfactory arrangements be 
made for any scheme, the expenditure on which will be spread over a series 
of years. Consequently a good deal less than half the program in the 
current year’s budget was for sanctioned works ; for the remainder no esti- 
mates were ready. It is partly owing to this difficulty that the sums pro- 
vided in the budgets of recent years, both for capital and program revenue, 
have always been underspent. The aim is in future to make the budget 
provision largely an estimate of the amount likely to be spent on sanctioned 
works included in the program, rather than, as at present, the budget 

Public Accounts Committee Report 1923-4, yol. I, p. 3. 

1^ General Managers of state -managed as well as company-managed railways used to 
be designated a.s Agents. 

13 Pnhlic Accouvts Committee Report 1923-4, Vol. I, p. 62, 
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vision itself restricting or determining the amount for which estimates 
may be prepared.’^® 

This was not the only cause. The railway administrations 
had to revise and overhaul the whole rehabilitation program 
in accordance with the recommendations of the Inchcape 
Committee. The revision resulted in considerable alterations 
of the preliminary allocation of the Rs. 150 crores between 
the different railways. It was stated : 

‘On each railway system an attempt has been made to determine the 
total amount of additional capital that can profitably be expended, having 
regard to the probable increase in traffic and net earnings. Under this 
system proposals for additional facilities have now to be justified by reason- 
able expectations of increased traffic. Where existing facilities appear 
adequate for dealing with the traffic likely to be forthcoming during the period 
covered by the program, expenditure is now restricted to works required 
to maintain the safety of the line, to works which will have the effect of 
reducing working expenses, and to works for the greater convenience 
and comfort of passengers, particularly of the third class, on which the 
Assembly has decided that expenditure is desirable. 

Further, the Railway Board have now adopted definite standards by 
which proposals for an increase in rolling-stock have to be judged and 
before accepting them require to be satisfied that the full amount of work 
is being taken from the existing stock. Similarly, definite standards of 
normal life have been laid down for the various classes of railway stock 
and equipment and proposals for renewals have now to be justified with 
reference to the^ age of the stock or equipment and to the possibility of 
retaining it economically in use beyond the period of its normal life. But 
the revision of the program in accordance with these arrangements has 
necessarily occupied a good deal of time, and though they should gradu- 
ally speed up the work of rehabilitation and secure that money allotted 
will be spent both fully and economically, they have inevitably retarded 
progress in the year which has been devoted to their inception. 

With the commencement of the period of financial auto- 
nomy for the railways in 1924-5, distinct changes appeared 
in the policy followed in regard to capital expenditure. Up 
to this date new capital was mainly intended for open line 
expenditure. New construction was mentioned only as of 

Budget for 1924-5, para 5, pp. 128-9, 
u Ibid., para 4, p. 128, 

7— 1514B 
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secondary importance and funds were granted only for the 
completion of the lines already under construction. From 
1924 to the commencement of the depression, construction 
of new lines formed an important feature of railway programs. 
We shall now take up, firstly, the progress of open line works 
and secondly, new construction. 

CAPITAL EXPENDITURE AFTER SEPAR ACTION 

The caj:)ital outlay each year on open line works and new 
construction on State-owned railways during 1924-32 is set 
out in Table 4. For purposes of comparison, the figures for 
the pre-war year, 1913-4, and those for 1919-24 have also 
been included. During the eight years, 1924-32, Rs. 167*79 
crores were added to the capital at charge of the State- 
owned railways. Out of this amount, Rs. 122*89 crores 
were spent on open lino works and Rs. 44*90 crores on new 
railways. The proportion of expenditure on open lines was 
about 73 23er cent of the total new capital spent during these 
years. The rate of expenditure on open lines in each year was 
neither steady nor well maintained. In 1924-5 itself there 

TABLE 4. CAPITAL OUTLAY ON OPEN LINES AND 
NEW CONSTRUCTION* 

(State -Owned Railways) 


(In crores of Rs.) 


Year 

Open Line works 

New Construction 

Totai 

191:L4 

16*61 

1*86 

1847 

1919-20 

13*84 

0*21 

14*05 

' 1920-1 

25-06 

102 

26*08 

1921-2 

21*22 

2*11 

23*33 

1922-3 

16*29 

2*74 

19*03 

1923-4 

17*20 

2*51 

19*71 

1924-5 

11*08 

2*39 

13*47 

1925-6 

15*24 

4*01 

19*25 

1926-7 

20*87 

0*27 

27*14 

J 927-8 

22*58 ' 

9*80 

32*44 

192S-9 

16*45 

8*96 

25*41 

1929-30 

23*67 

6*51 

30*18 

1930-1 

9-10 

4*11 

13*21 

1931-2 

3-90 

2*79 

6*69 

Total 1924-32 

122*89 

44*90 

167*79 


Railway Board* s Reports, Vol. I, for each 
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was a large drop in the money spent as compared to the previous 
year, and the outlay amounted to only Rs. 11*08 crores. A 
gradual increase took place during the next three years, 1925-8, 
the expenditure touching Rs. 22*58 crores in 1927-8. There 
was in the following year a decrease to Rs. 16*45 crores and 
an increase in 1929-30 to Rs. 23*67 crores. The next two 
years reflected the effects of tlie crisis and the expenditure 
was consequently curtailed. 

The total works expenditure on open ‘ lines was, in fact, 
more than that indicated by the figures pertaining to 
capital outlay. In examining the works programs, not only 
the capital grants, but the revenue expenditure as well, have, 
as stated earlier, to be kept in mind. Capital expenditure 
was incurred only on improvements over the existing standards. 
Thus, if a section of railway line was laid with 80 lb. rails 
and was, according to the program, to be relaid with 100 lb. 
rails, the procedure would be to charge to capital not the 
entire value of the 100 lb. rails, but only the pro 2 )ortionate 
cost of the additional 20 lb. rail, the balance of the cost of the 
remaining 80 lb. being met from current revenues or, what 
amounts to the same thing, charged off to current expendi- 
ture. With the inception of the depreciation fund in 1924,^® 
the procedure has become more regular, as the cost of 
renewals and replacements is drawn from that fund. The 
program of improvements and betterments prepared involved 
renewals and replacements on a large scale, the cost of which 
was chargeable to current expenditure or the depreciation 
fund from that year onwards. The actual expenditure incurred 
in connexion with the works programs, therefore, can be 

Mr, (later Sir) P. R. Rau, Financial Comminsionor, explained to the Public Accounts 
Committee in 1929 that the Railway Board was ‘not so very careful about the precedence 
of renewals over additions before. The question was more one of fundg. I understand 
. . . that the Railway Board every time considered whether it was more expedient to 
charge a particular item of rolling-stock as an addition or as a renewal. It all depends 
on whether they had a larger grant for the program revenue or for capital. They were 
anxious that the traffic shouhi bo carried and that the workshops should bo kept fully 
occupied. That was the old arrangement, but after separation, when we got a <lopre- 
ciation fund which provides for all renewals, we can insist that every item of rolling-stock 
which has been scrapped and condemned as unfit for use should first bo replaced, and 
it is only after every such item has been replaced that additions should bo sanctioned.’ 
Public Accounts Co 7 nmittee Report 1927-8, Vol. II— Evidence, p. 273. See also the chapter 
on Depreciation infra. 
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discussed only by including the cost of renewals and replace- 
ments. The total cost on this account amounted during the 
period of eight years, 1924-32, to Rs. 75*2^ crores. The annual 
appropriations from the depreciation fund as compared with 
the capital outlay during the period are given in Table 5. 


TABLE 5. WORKS EXPENDITURE DURING 1924-3219 



(In crores 

of Bs.) 


Year 

Capital expenditure 

Depreciation fund 

Total 

1924-5 

11 08 

7-29 

18-37 

1925-6 

15-24 

7-98 

23-22 

1926-7 

20-87 

8-05 

28-92 

1927-8 

22-58 . 

10-95 

33-53 

1928-9 

16-45 

9-60 

26-05 

1929-30 

23-67 

11-76 

35-43 

1930-1 

9-10 

11-40 

20-50 

1931-2 

3-90 

8-26 

12-16 

Total 

122-89 

75-29 

198-18 


Taking the appropriations from the depreciation fund into 
account and excluding the cost of certain lines purchased, 
amounting to Rs. 15*19 crores, Rs. 183 crores in all were spent 
on open line works and improvements. 


OPEN LINE EXPENDITURE ON STATIONARY EQUIPMENT 

We may now consider the physical assets added to the 
Indian railways as a result of the works expenditure incurred 
during the post-separation years. Open line expenditure falls 
into two classes : that incurred on stationary equipment 
and that on mobile equipment. The stationary equipment 
consists of the road-bed, stations, signals, bridges, etc., and 
the mobile equipment represents the locomotives, coaching 
vehicles, goods wagons, etc. It should be stated that improve- 
ments in stationary and mobile equipment are very closely 

Oompilod from Hallway BoarcVa Reports, Vol. I. Tho figures include the cost of 
eorttdn railwiiys, namely, the Delhi -Ambala-Kalka Railway in 1926-7, Rs. 4,03,51,000 ; 
the Burma and Mirpur Khas Jhudo Railways in 1928-9, Rs. 3,99,31,000 and Rs. 11,48,000 
respectively ; and the Southern Punjab Railway in 1929-30, Rs. 7,04,55,000. The 
total cost on this account amounts to Rs. 15,18,85,000, and if wo deduct this figure from 
tho total figure given in the table, we have tho actual expenditure on capital aciiount 
on open line works, namely, Rs. 107-70 crores. Expenditure from the depreciation 
fund is taken from the appropriation accounts under Demand No. 10, Railway Budget for 
each year. 
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interconnected. The introduction of heavier locomotives, 
larger capacity wagons and higher speeds necessitate corre- 
sponding improvements in the permanent-way and station 
facilities, such as the use of heavier rails, strengthening of 
bridges, improvement of yards, enlargement of workshops, 
etc. The program of open line works has, therefore, to be 
sufficiently comprehensive. 

Taking stationary equipment first, the expenditure 
incurred from year to year on the difierent classes of works 
compared to the total stood as shown in Table 6. The open 
line expenditure on stationary equipment amounted to 
Rs. 4*66 crores, or 42 per cent of the total outlay in 1924-5. 
From this proportion there was a rapid increase to 80 per cent 
in 1926-7. During the succeeding three years, that is up 

TABLE 6. OPEN LINE CAPITAL EXPEN DPrUHE ON STATE-OWNED 

RAILWAYS* 


Year 

Works and stores 

Percentage of total 

Percentage relation 


(Rs. in crores) 

annu*al outlay 

to 1924-5 

1913-4 

9-30 

56 

200 

1919-20 

9*28 

67 

199 

1920-1 

14*93 

60 

320 

1921-2 

11*20 

48 

240 

1922-3 

6*77 

42 

145 

1923-4 

7*69 

45 

165 

1924-5 

4*66 

42 

100 

1925-6 

9*44 

62 

202 

1926-7 

16*74 

80 

359 

1927-8 

17*21 

76 

369 

1928-9 

12*47 

76 

268 

1929-30 

18*12 

77 

389 

1930-1 

5*29 

58 

113 

1931-2 

1*74 

45 

37 


* Compiled from the Railway Board's Report, Vol. I, of each year. 


to the end of 1929-30, the proportion was about 76 per 
cent. It came down during the next two years to 45 per 
cent. Apart from the relative importance of open line 
works as indicated by the percentages quoted, there was 
a substantial increase in the expenditure incurred from year 
to year. Taking the year 1924-5 as the base and expressing 
the expenditure during succeeding years as percentages of 
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the figure for that year, it is found that the appropriations 
doubled in 1925-6 and almost quadrujiled during the next 
four years. The rapid decrease with the beginning of the 
depression brought the expenditure down to 37 per cent during 
1931-2. In the aggregate, out of a total amount of Rs. 122*89 
crores, Rs. 85*67 crores or 70 per cent were spent on open line 
improvements. These figures relate only to the capital funds 
expended, and with the addition of the contributions from 
the depreciation fund the total works expenditure was very 
much more. 

The classes of works undertaken in connexion with the 
programs of rehabilitation and improvement were multifarious. 
It is impossible to deal adequately with the multitude of 
major and minor schemes carried out, but some idea of their 
magnitude and character may be gathered from a brief survey 
of certain representative projects. Open line projects may 
be classified under ten heads, namely, 

{i) Doubling and quadrupling 
{ii) Improvement of rails and sleepers 
(Hi) Strengthening of bridges 

(iv) Kemodelliug of station 3^ards and station facdlities 

(v) Construction of staff quarters 

(vi) Workshops and stores and station buildings 

(vii) Plant and machinery 
(viii) Electrification of lines 

(ix) Sidings, links and diversions 
(.r) Other miscellaneous works. 

We may now proceed to review the works program under the 
more important heads. 

(t) DOHBLIKG AKD QITADRXJPLIKG 

It may be recalled that the most urgent problem in the 
early twenties was the rehabilitation and improvement of 
capacity. In accordance with the programs prepared, impor- 
tant schemes were taken up on the different railways to 
increase the* capacity of the lines to handle additional 
traffic by doubling and quadrupling the track. The total 
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length of the additional track laid during the period 1924-32 
was 227 miles on the broad gauge and 110 miles on the metre 
gauge. 

(n) IMPROVEMENT OF RAILS AND SLEEPERS, AND STRENGTHENING 

OF BRIDGES 

With the object of enabling the railways, more particularly 
the main lines, to carry additional traffic with efficiency and 
economy by utilizing heavier locomotives to carry increased 
train loads, programs of strengthening and improving track- 
work and bridges were co-ordinated so as to eliminate the 
sections of light track and weak girders on the main lines. 
Relaying and sleeper renewals were carried out on many 
sections of the railways. 

Closely connected with the improvements in the permanent 
way was the program of strengthening the btidges. In 1924-5, 
the rebuilding of the Bassein Bridge was provided for at a 
co^t of Rs. 14 lakhs. Allotments were made in 1926-7 for 


On tho Stato-ownod railways tho additional traoks comparod as follows : 

31 March 1024 31 March 1032 

Broad gauge 3,088 miles 3,305 miles 

Metre gauge 130 „ 249 ,, 

Extensive works were undertaken on most of the railways. On the Bengal Nagpur, 
the Anara-Kandra, Sini-Goilkera, Mohuda-Bhojudih-Gowai, Khargpur-Cossye, Chakra- 
dharpur-Goilkera-Manharpur-Koil Block Hut, Bermo-Mohuda, Tatanagar-Khargpur, 
Manharpur-Kansbahal, Somharia-Sini-Kandra-Sini, Korkai Bridge -Tatanagar, and 
Roopnarain Bridge sections were doubled. On the Bombay Baroda & Central India, 
the quadrupling of the Grant Road-Borivli was taken up at a cost of about a crore of 
rupees. Tho Burma Railways doubled tlio Pyuntaza-Kyungon-Myohla sections. With 
a view to dealing witli the (!oal traffic moving to tho north, the East Indian doubled the 
Moghulserai-Gaya section of the Grand Chord ; tho other schemes wore the construction 
of a second track on the Sone Bridge and the doubling of the lino between Cawnpore and 
Tundla. On tho Eastern Bengal, the Tshurdi-Gopalpur lino was doubled and on the 
South Indian the Madras-Tambaram section. The Madras Suburban Improvements 
Project contained a number of doubling schemes. On the North-Western Railway addi- 
tional tracks were constructed on tho sections Deona-Chak Purana, Dina-Domeli and 
Mandra-Gujar Khan. The electrification program in Bombay included the provision of 
additional tracks, tho last item being tho line between Kurla and Rasli. 

2^ Of tho many lines on whi(ffi relaying was carried out, mention may be made of the 
Viram section, Nagda-Muttra, Godhra-Rutlam-Nagda, Virar-Baroda, Dolhi-Bandikui- 
Sabarmati and Rewari-Bhatinda sections on the Bombay Baroda & Ctaitral India ; on 
the Groat Indian Peninsula, similar im])rov’^ements were carried out on tho Khundwa- 
Itarsi, Jubbiilpore- Allahabad, Poona-Itarsi-Sholapur, Bombay-Agra and Bhusaval- 
Nagpur sections. The Howrah -Khargpiir and Barang-Waltair sections were relaid on 
the Bengal Nagpur and the Parbatipur-Siliguri on the Eastern Bengal.^ Other instances 
of relaying done during the post -separation years were tho Tundla-Etawah, Dinapore 
Division, Coalfields Area, Jhajha-Moghulsorai and tho Howrah-Dehra Railway on the 
East Indian ; between Hubli and Castle Rock on tho Madras & Southern Mahratta ; 
Dolhi-Bhatinda and Delhi -Ambala-Kalka on tho North-Western. 

A sleeper renewal program was proyiosed in 1931 at a cost of about Rs. 35 lakhs on 
certain sections of tho North-Western Railway to the extent of 7,000 miles. 
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the regirdering of the Allahabad, Jumna and Upper Sone 
Bridges on the E.I. ; and the Sher and Sukkur Bridges on 
the G.I.P. Other bridges taken up during succeeding years 
were the Attock and Kotri (N.W.); Roopnarain (B.N.) ; 
Nerbudda, Sind and Chambal (G.I.P.) ; Ajmer, Sabarmati 
and Rutlam (B.B.&C.I.) ; Barakar and Dufferin (E.I.) ; Gorai 
(E.B.) ; Delhi-Jumna (N.W.) ; Sagaing (Burma); and minor 
bridges on the Sutlej.’ 

(m) REMODELLING OE STATION YARDS AND TRAFFIC FACILITIES 

The station yards had to be brought into line with improve- 
ments in other directions, and large sums were allotted for 
the purpose. Their importance was brought home to the 
railway authorities during the pre- separation years. A 
systematic improvement of the yards secures acceleration 
of goods traffic and a quicker turn-round of wagons and loco- 
motives, with the result that less money will be required for 
the supply of these classes of stock, and a better service may 
be given to the public at a lower cost. Since 1924, the 
remodelling and rearrangement of the marshalling yards — 
which were long overdue and were most urgent requirements 
for better service and fewer delays in transit — were under- 
taken. The projects started included minor alterations in 
the smaller stations as well as most elaboi-ate and expensive 
construction on the great terminal stations. It is impossible 
to deal adequately with even the more important of the schemes. 
The list of the works costing Rs. 20 lakhs or more will be found 
in the appendices. The character of the improvements 
under this head can best be indicated by referring to one or 
two schemes. 

^he remodelling of Victoria Terminus, Bombay, was one 
of the most expensive and elaborate schemes of the period. 
Traffic to and from Victoria Terminus had increased from 
36,776 trains in 1911 to 54,229 trains^* in 1922. The trains 
per diem had increased by 48 per cent, and the tickets issued 


Seo Appoiidix B, 
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and collected by about 85 j^er cent. In addition to this, 
monthly ticketdiolders alone had increased by 90 per cent. 
Besides this suburban traffic, there was the additional traffic 
from the Harbour Branch. There was in prosjKnd a con- 
siderable angmentation of traffic as a result of the activities 
of the Development Board from the new industrial areas. 
Meanwhile the electrification of the main lines was under way, 
and to derive the fullest advantage the terminal facilities 
had to 1)0 increased to keep pace with the present and pros- 
piictive demand. The scheme provided for sixteen platforms, of 
which four were allocated to suburban traffic, nine to long 
distance, express and passenger traffic, and three to combitied 
parcels trains. The original ])roposals also contemplated 
facilities for the Bombay, Baroda & fkmtral India Railway 
as well, but this part of the scheme was rejected. I'he improve- 
ments provided' for sidings, arrangements for overflow stock, 
sidings for repair, washing, etc.^^ Apart from these traffic 
facilities, the terminal as reconstructed was consid(‘red to 
rival those I'anked among the best in the world. 

A ])roject different in character but almost (Ujual in mag- 
nitude was that of the ('awnpore remodelling. In 192() the 
( /awn])ore Area consisted of a iiumber of independent yai’ds 
of several railways, namely, the E.I., B.B.&(fl. and 

B.&N.W., whi(*h wot'IgmI into that area. The traffic faci- 
lities provided involved much overlapping, dupli(*ation, and 
delays, with unnecessary inconvenience to the public*. It 
was provcal on investigation that the cost of working could 
l)e very tnuch reduced and services considerably improved 
by the construction of a central sorting and marshalling yard, 
with tranship])ing and re])acking sheds and a centi’al })assenger 
station where all passengers entering and leaving (^awn])or(‘. 
could be dealt with, and where an improved central parc'els 
service could be inaugurated with the aid of motoi tianspoit. 

2 ;{ Proceedhvjs of the Sinn(hn<j t'hiance (Committee for Rallu'oj/s, Vol. 11, No. ‘.I, 
pp. 1-4. 


S- ir)14B 
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A total annual saving of Rs. 8 lakhs was anticipated from the 
reorganized system/^'^ 

(ir) WORKSHOPS, STORES AND STATION BUILDINGS 

The increase in tlie number of rolling-stock required to 
handle the additional trafhc had outgrown the capacity of 
the workshops. The position as to the inadequcicy of the 
workshop facilities was shown by the high jiereentage of rolling- 
stock under, or awaiting, repairs. Approximately one-fifth of 
the stock was (*rippled because repairs were overdue on most 
of the railwa}s. Every reduction in the stock remaining idle 
for this reason would imply a further steji taken towai'ds a 
bcdter and more intensive utilization of vehicular ecpiip- 
rnent. The adoption of progressive workshoj) practice and 
improved machinery could enable work to be s])eeded up, 
and costs to be reduced. When the time during wliich rolling- 
stock is under rcqiair is redu(*ed, the cost of repair itself is 
lowered and the arrears can be ovcudaken. The ])rogram of 
modernizing workshops was thus an important part of the 
open line works program. In 1925-6 the railway workshops at 
Oharbagh (Oudh & Rohilkund, now E.I.), Trichinopoly (S.I.), 
Dohad (B.B.&(hl.), and Perarnbur (M.&tS.M.) were taken in 
hand for remodelling-. In the following year the reorganization 
of the E.B. workshop at Kanehrapara and the G.I.Ih shops 
at Jhansi was started. That year, 1926-7, also witnessed 
the appointment of a committee presided over by JSir Vincent 
Raven of the J^ondon & North-Eastern Railway to enquire 
into the possibilities of the reorganization of the worksho])s 
of state-managed railways and their improvement on 
co-ordinated lines. Th(* results of the investigation were 
reported to have^iiroved the necessity, at any rate for some 
years to follow, for heavy expenditure on woi’kshops in general. 
In 1928-9 the damalpur workshop was also included in the 
schemes and in 1934-5 the Khargpur power house. 

"•* Proceedings of (he Stondnuf Finance Cointnidee for Railways, Vol. ITT. No. 2, 
pp. 12-W, 
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Among the notable instances of station building at terminals 
or junction stations may be mentioned Victoria Terminus, 
already refen-ed to, the Central Station at Churchgate at 
Bombay, the reconstruction of other stations such as Cawnpore, 
Lucknow, Triehinopoly ajid Erode. 

(v) ELECTRIFICATION OF SU RU RRAN SERVICES 

There was, during the early post-war years, an attempt 
to consider the ])ossibilities of electrification of suburban 
services. The first scheme to lie started was at Bombay 
and on 3 February 1925, the Governor of Bombay declared 
open the first electric railway in India, namely, the Harbour 
Brancli section of the G.I.P., from Victoria Terminus to 
Kurla. The event rnarkcal the beginning of a new era for rail 
transport in this country. The G.l.P. Railway Project was 
only part of the three big schemes })roposed for the electri- 
fication of the suburban services in Bombay, Cakaitta and 
Madras. The Bombay scheme was sanctioned first and was 
taken up by both the railways radiating from that city, 
namely, the G.l.P. and the LLB.&(U. The main and subur- 
ban lines of the G.l.P. were first (Jectrified up to Kalyan, 
and on the B.B.&C.l. from Churchgate to Borivli. The 
G.l.P. electritication was by stages completed by 1929, and 
on 31 March 1930, the Lack electrified amounted to 173*5 
miles. The main line electrification was dom^ up to Poona 
by the end of 1929 and up to Igatpuri early in 1930. The 
difference that electrification made in the transportation service 
will be clear . from one instance. Each rake of the electric 
train was designed to accommodate 1,000 jiassengers, or a 
third more than was possible in the steam-hauled rake. 
On the B.B.&C.l. the suburban lines up to Borivli and the 
main line from Grant Road to Bandra were also (*ompleted. 
Later, electrification was extended up to Virar. 

The scheme pertaining to (Calcutta did not materialize 
but early in 1928 proposals for the electrification of the suburban 
services of Madras took shape. The cost was estimated at 
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Ks. 42*77 lakhs. The idea of a se})arate power house, as on 
the G.l.P. Railway, was given up in favour of an arrangement 
with the Madras Rlectrie Supply t-orporation. The savings 
attributable to eleetrie, in snbstitution of steam, traetion were 
anticipated to amount to ojie lakh of ru})ees per annum. The 
scheme was completed in 1932.*^*'* 

There can be hardly any doubt as to the advantages derived 
from electrilication : elimination of steam icnd smoke, greater 
aec(‘l('ration, inc-reased power on gradients, automatic* signal- 
ling ])(a‘mitting a closer headway than with steam trains, 
rapid reversal of suburban trains, etc. It was claimed that 
on financial grounds alone the advantages were considerable 
and it was quoted that any one could travel from Kurla to 
Victoria Terminus and back on a season-ticket at the rate of 
11 miles for one anna, an examf)le of cheap travel unequalled 
in the w^orld. The pj*ogress of electrification by the end of 
1936-7 may be indicated by a few figiu'cs. There were on 
31 March 1937, 73 electric locomotives having a total tractive 
power of 2*16 million pounds, and 117 units of electric motor 
coach composites with a total seating capacity of 10,219. 
They accounted foi* ovei* tw^o million train miles on the tliree 
railwTiys. 


{ri) OTHER WORKS 

There were also other works of a minoi* character imder- 
taken. Amongst these were the works intended to improve 
the conditions of the employees, such as the construction of 
staff quarters and welfare schemes. According to the estimated 
allotments for each year, the railways piovided during the 
first six years after separation Rs. croies and during the 
succeeding seven years Rs. 2| crores on stafi’ quarters. On 
welfare works the railways appear to have spent during the 
second period over a crore of rupees. 


proccedltu/s of thr SUiwlim^ F'induce Coninitllcc for liadioat/s, Vol. IV, No. 7, 
pp. 29-30. 
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All (iiitircJy different obje(d of expenditure 1*;^ jirovided 
by the railMTiy collieries, which represent a total investment 
of more than Hs. 4 crores. Tht> projects so far referred to 
have been tlu^ major schemes undertaken during tlu' period. 
Besides thi\se were hundreds of smaller items of woi’ks under- 
taken by ev(‘ry railway. Large sums of money were sp(Tit 
by each administration for carrying out improvements in 
(existing (‘aiTiages, raised platforms, booking facilitk's, lefresh- 
ment stalls, covered })latforms, lower class waiting rooms, 
water sufiply arrangements for passengers, ^sanitary aiTaiige- 
rnents, etc. Wh(‘n even in a yeai’ of such an attenuated jirogram 
of wor'ks as 1936-7, the exjienditure proposed amounted to 
Its. 28 lakhs, the noi'inal expenditure during jirospcu'ous yeai'S 
may well be imagined. 

The capital outlay on ojien line woiks on the ])rinci])al 
Stat('-owned railways during 1924-32 may be scam from Table 7. 
The relative importance of the different classes of works 
may be judged only from the budget allotments in the absence 
of figures of actual expenditure. The final costs of some of 
the important works started during the })re-de])ression 

'lAJU.E 7. ( ACri’Alv Oi ri.AV ON OI‘EN LINE WORKS FOR 1 HE YEARS 

TO 1931-2* 


(In vrtircs of tn}>rrs) 


Yeai’ 

E.R. 

E.l. 

O.l F. 

NAV. 

11. X. 

11. 11. C. I 

M.S.M. 

S.l 

Otiiej,. 

'fetal 

1924-.") 

()-]9 

2-1 3 

0-84 

0-48 

2-32 

1-87 

0-64 

0 17 

2- 14 

1 1-08 

192.5-() 

|•()9 

3-24 

2-19 

1-85 

1-51 

1-77 

1-26 

1-38 

0-95 

15-24 

1926-7 

0’58 

2-69 

2-92 

8-46 

0-84 

1-72 

1-14 

1-17 

1-35 

20-87 

1927-8 

1-42 

3-79 

4-08 

4-64 

0-99 

2-63 

1-77 

1-43 

* 1-83 

22-58 

1928-9 

117 

3-43 

3-94 

2-44 

0-00 

! -05 

1-07 

1-30 

1-45 

16-45 

1929-:i0 

1-.53 

2-32 

3-54 

8-92 

.1-63 

1-44 

1-52 

1-10 

1-67 

23-67 

19:10-1 

0-72 

114 

J-54 

0-73 

0-45 

1-37 

0-81 

1-23 

l-ll 

9-10 

19,31-2 

016 

0’36 

0-56 

0-23 

0-36 

0-11 

0-68 

0-57 

0-57 

3-90 

Tot VI. 

6-86 

19-10 

19-61 

27-7.5 

8-70 

12-26 

8-89 

8-65 

11-07 

122-89 

1932-3 

0-10 

0-25 

0-72 

0 68 

0-14 

0 14 

0 06 

0-19 

0-02 

- 0-50 

1933-4 

0-42 

()-(47 

1-19 

0-20 

0-99 

0-03 

0-03 

0-08 

0-04 

- 227 

1934 -.7 

0-10 

0-66 

0-42 

1 -03 

o-;io 

0-23 

0-14 

0-31 

- 0-22 

0-07 

193.5-6 

0-24 

1-22 

4)-53 

0-49 

0-30 

0-15 

0-21 

015 

0-0(i 

2-29 

1936-7 

()n2 

0-41 

0-37 

0-16 

0-08 

0-04 

0-04 

0 20 

0-13 

0-28 . 

TOTAI. 

0-10 

1-90 

3-23 

1-58 

0-91 

0-53 

0-48 

0-93 

0-03 

0-13 


Compiled from ]i<iilu'ny Jioto'd'a Report, ^"o]. J, for ;y'our. 
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period and eonipleted in the last decade are given in the* 
appendix. 


MOini.E EQUIPMENT 

The inobiJe e([ui[>nie‘nt of railways, usually refeiTcd to 
as rolling-stock, consists of locomotives, coaching vehicles, 
goods wagons and other vehi(‘les, all ijiteiided for moving 
traffic. With the increase of open line facilities it was 
possible to make^ use of heavier locomotives, larger capacity 
wagons and othei* vehicles. The additional capital invested 
in the purchase and renewal of rolling-stock amounted during 
1924-32 to Rs. 37*22 croies. This amount has to be considered 
along with - the expcaiditure already incmTed during the tiv(‘ 
years 1919-20 to 1923-4, namely, Rs. 43*7(5 crores on capital 
account. 

The progress of expenditure on rolling-sto(*k during this 
period, the jiroportioii to the total annual capital outlay on 
open lines and the percentage variations arc stated in 
Table 8. The proportion of ex])enditure on rolling- 
stock was 58 per cent of the outlay on op(ui line works in 
1924-5. In two years it came down to 20 per cent. During the 

TABLE 8. PPvOGPvESS OE CAPIT AL EXPENDTITUtE ON 
R()I4JNG-STO(T\ 



Exp('nditin'(' on 

Pi‘f‘centago oi' 

P('r( ('ntagc i 

Yeai' 

rolling -stock 

total open lin(‘ 

to 1924- 


(l\s. in rroi(‘s) 

capital 


191:L4 

• 7 91 

44 

114 

1919-20 

4^5G 

99 

71 

1920-1 

104 5 

40 

158 

1921-2 

10-02 

47 

156 

1922-9 

9-52 

58 

148 

1929-4 

9-51 

55 

148 

1924-5 

0 42 

58 

100 

192r)-(> 

5-80 

98 

90 

192()-7 

4*19 

20 

()4 

1927-8 

5-97 

24 

84 

1928-9 

9 98 

24 

62 

4929-90 

5-55 

29 

86 

1990-1 

9-81 

42 

59 

1991-2 

2-16 

55 

94 


See Appendix C. 
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next throe years, 1927-30, capital expenditure on rolling-stock 
amounted to only 24 per cent of the total annual appropria- 
tions. The sudden decrease in ex])enditure in 1931 and 1932 
on works raised the ])roportion of th(' (*apital outlay on 
i*olling-stock to a higher percentages namely, 42 and 55 ]:)er cent 
res})ectively. On the whole there seemis to have been a certain 
steadiness about the rolling-stock ex])enditure. If we take 
the amount sj)ent in 1924-5 as the base, the ex])enditure during 
the succeeding sevem years indicates a general (hxTease. The 
capital spent during the earlier {)eriod, 1919-24, was much 
largerAdue to the eftects of the post-war rehabilitation program. 

It would be interesting to consider the physical assets 
which have been added to the railway systems as a result 
of the additional investment on rolling-stock. It is 'possible 
to attempt here a more definite estimate of the increased assets 
than could be done in regard to the other (‘lasses of 0})en line 
works. Th(^ statisti(*s of rolling-stock on Class T 7 *ailways 
as on 31 March 1924 and 1932 are given in Table 9. 

There was a substantial incTease in locomotive ])ower. 
Although the number of lo(‘omotives on Ur^ broad gauge 
recorded a decrease in 1932, tractive effort went u]) by 9 million 
lbs. On the metre gauge railways there was an increase in 
the number of both locomotives and tractive power, to the 
extent respectively of 56 locomotives and 7*6 million lbs. of 
tractive effort. Expressed in percentages, the increase in 
locomotive power was 7 per cent on the broad gauge and 23 
per^c€mt on the metre gauge. This implies that railways took 
advantage of the program of renewals and replacements to 
secure the substitution of better types of lo(‘omotives. 

The next class of assets consists of passenger carriages or 
the coaching stock. The position with regard to this i^ impor- 
tant for two reasons : firstly, passenger traflRc accounts for 
a considerable portion of railway earnings, and secondly, there 
were serious complaints as regards overcrowding and inadequacy 
of accommodaticRi in the lower classes. On the broad gauge 
thcT'e was a reduction in the number of units, but this was 
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VAHl.K {). IU)].LINCLST()('K ON INDIAN KATIAVAVS 
(Ci.Ass I.Rait.wavs), 


Ciau^r*' M(^fcro Caust' 



:u 

1024 

Mareb 

1 082 

d nr 

o/ 

81 

1021 

Mareb 

1 1082 

+ or 


Slcani locomoti ves : 
Number 

t>,5b4 

0,81)0 

704 

so 

2,715 

2,771 

50 

102 

"rra(‘iiv(‘ effort. 

Pbi-H 

1 4.5-0 

0-0 

107 

82- S 

40-4 

7 0 

128 

(lbs. m millions) 
I^Jh’cfrie loconiofirey : 
Numbor 


- 00 

00 



0 

0 


Codchi U(j i'f'Ji irje.s ; 
Num})er (ni units) 

10.001 

10,008 

88 

00 

7,577 

7,081 

404 

105 

Soaits b} ('lasses ; 

First 

21,802 

2.5,808 

8,500 

1 10 

10,080 

11,004 

015 

100 

Second 

40,724 

14,004 

4,240 

1 10 

18,261 

14,885 

1,024 

112 

1 nt tu‘ 

48,S:i7 

(>7,080 

18,248 

187 

0,547 

12,800 

8,253 

134 

Third rdi7,:t2<S 

080,205 

121,087 

121 : 

121,242 

870,814 

58,572 

118 

Otlu'r A ebicU^s 

:i,527 

8,817 

200 

108 

1,870 

1,480 

00 

104 

(}oo{lsu'Uiji>ns : 

(in thousands) 

Covered \Mijjrons : 
Numbin’ 

05- 1 

04-8 

11 

00 

87 -0 

48’0 

10-4 

128 

(.'npaeifty (in tons) 

I.OOO’O 

l.OOO’O 

S’7 

100 

482-0 

000 -2 

170*0 

141 

Opim wagons ; 

Hig:h-sid('d : 

Numbin’ 

87 4 

87-8 

01 

100 

2-4 

8’() 

O’O 

125 

Ca]nicif y (in tons) 

7.11 U 

700-7 

88-8 

10.5 

20-8 

40-8 

170 

158 

Ia:nv-sided ; 

Nundter 

H-n 

0-0 

2*0 

7.5 

4-0 

5.4 

0*5 

no 

Capacity (in tons) 

180 0 

1 1 0-0 

101 

88 

50’() 

00.2 

18*0 

187 

Special wagons : 
Numbin’ 

10-8 

12-8 

2*5 

124 

0-2 

0.5 


108 

iStt^rnn coftches : 

Number 


18 

18 



7 

rj 


Seats 


1,118 

1,1 18 



028 

028 


hjlcch'ic motor ro<i( trs : 
Numbin' 


08 

08 



17 

17 


Seats 


0.248 

0,248 



720 

720 


Serncr : 

Numb*'!' 

8,045 

4,270 

725 

120 

2,482 

8,860 

1,484 

158 

HodiJ )/iotor^ ; 

Number 


81 

81 



7 

7 


Uiti] ///oto/ s* : 

N umber 

48 

o 

41 


0 

4 

.5 

44 

more tluin offset by 

tlie 

increase 

^ in 

’ seati Tig ea pae i iy . 

As 


passeiigpr traffic* iw liancllecl in four different classes of service, 
namely, first, scH*oncl, inter and third, the additional seating 
capacity has to ])e c'xaniined in the light of the effects on the 
accommodation provided under each of these divisions. On 
the broad gauge, the additional seats provided, as compared 
to the number in 1924, amounted to 3,596, 4,240, 18,243 and 
121,937 ; or increases of 16 per cent, 10 per cent, 37 per 
cent, and 21 ])er cent respectively for first, second, inter and 
third classes. On the metre gauge there is to be seen the same 
trend. Besides an increase in the number of units to the 
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extent of 5 per cent, seats y)rovidetl during the period 
advanced by 915, 1,624, 3,253, and 58,572, or increases of 

9 per cent, 12 ]>er cent, 34 per cent, and 18 per (*ent respectively 
in first, second, inter and third classes. 

The number of goods wagons on the broad gauge showed 
a decrease, but capacity in tons was maintained in all 
classes of stock, excepting low-sided wagons in which 
there was a decrease both in number and capacity. On 
the metre gauge, there was a general advance all round, 
but improvement in capacity was greater than in number. 
The position witli regard to other classes of stock will be 
found from the statistics included in Table 9. 

Mention must also be made of the new classes of rolling- 
stock which followed the introduction of electrification, such, 
as electric locomotives, electric motor coaches, etc. A certain 
amount of additional stock represents the demands of the 
new lines constructed during the period. But even allowing 
for the requirements of new lines, the present equipment 
represents a much larger capacity than is indicated by the 
figures, owing to the higher standard of operating efficiency 
attained and the effects of various changes in organization 
and operation such as pooling of wagons, improved marshalling 
yards, terminal facilities, stronger bridges and tra(‘k, enabling 
higher speeds and larger tonnage to be reached, the introduction 
of more efficient train control, etc. 

NEW CONSTRUCTION 

We may now proceed to consider the capital expenditure 
incurred during the post-separation period on the construction 
of new lines. Before 1924-5, new construction was less 
important and urgent than the improvement of open line 
facilities, and funds, as was stated earlier, were provided only 
for the completion of the lines under construction. An 
important change came about with effect from 1924 in the 
policy of the Railway Board as regards capital expenditure. 

The cost of new construction during the post-separation 
years is given in Table 10, showing the capital outlay for each 

9-1514n 
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year. For purposes of comparison, the figures for the pre-war 
year, 1913-4, and those for 1921-4, have also been included. 


TABLE 10. (CAPITAL OUTLAY 


Year 

Capital outlay on Ne 
(Rs. in (Tores) 

1913-4 

1*86 

1921-2 

2Tl 

1922-3 

2-74 

1923-4 

2*51 

1924-5 

2-39 

1925-6 

401 

1926-7 

6-27 

1927-8 

9-8() 

1928-9 

8-96 

1929-30 

6 51 

1930-1 

4Tl 

1931-2 

2-79 

1932-3 

0-57 

1933-4 

0-22 

1934-5 

0T8 

1935-6 

0-29 

1936-7 


Railway 

Board's Reports, Vol. I, for tho 


f Owing to credits under open lino works, tli 
tho cost of now construction was only Ks. 7 
X I’he grand total for tho year was a inhius 
stated abo\'o. 


ON NEW^ CONSTRUOTTON* 

^ Lines Percentage to total 

outlay during the year 

lOT 
0 0 
14-4 
12-7 
17-7 
20-8 
2:L2 
:io-4 
:irr2 
21*5 
:uT 
4P7 

t 

70-2 

11-2 


^•ospectivo financial years. 

3 grand total figures for the year, including 
lakhs. 

figure of Hs. 2’Or) crores for tho reason 


Note the trend of expenditure on new lines. The funds 
devoted to construction increased sharply during 1925-6 to 
1929-30, the year in which the cost of capital ])roved to be 
too high to make investment in railway construction remunera- 
tive. The total amount of expenditure incurred on new rail- 
ways from 1924 to 1932 amounted to Rs. 44*90 crores. The 
physical assets measured in terms of route milage added 
during these years arc given in Table 11, which shows the 
progress of the milage opened for public; traffic. In judging 
the character of the activity in construction, account must 
also be taken of the new linos under active construction during, 
the period, which were distributed as indicated in the same 
table. 

The rapid increase in construction-activity since 1924-5 
is remarkable. That activity was well maintained for a period 
of five years, 1924-9, oyer all gauges. -After 1929 is recorded 
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TABLU 

11. NEW IdNUS OPUNED TO PUBldC TRAFFIC AND LINES 
A(mVE CONS PRUCTJON*^ 

UNDER 

Vear 

Ml LAC 1 

OFJilN TO 

rUBT.IC THAl’ClC 

Mii.auk 

UXDCIt ACTIVE CONSTRUCTION 


Broad 

Metre 

Narrow 

Total 

Broad 

Metre 

Narrow 

Total 

1023-1 

253*34 

155*11 

21*07 

430*12 

420*00 

308*24 

24*78 

750*02 

1024-5 

81*01 

140*90 

1*07 

233*48 

058*50 

488*09 

53*51 

1,200*70 

1925-() 

144*38 

145*00 

51*20 

340*70 

1,010*13 

1,115*24 

315*23 

2,440*00 

1020-7 

280*02 

128*25 

11*00 

420*77 

030*20 

1,200*97 

300*21 

2,551*44 

1027-8 

224*55 

333*20 

141*30 

000*14 

1,420*81 

1,820*01 

378*34 

3,028*70 

1028-0 

470*22 

597*03 

208*00 1 

,282*15 

1,375*00 

1,288*71 

231*77 

2,800*17 

1020-30 

320*50 

412*08 

73*40 

812*07 


457*51 

00*20 

1,257*57 

1030-1 

300*13 

200*00 


573*00 

*188*00 

201*43 

120*30 

809*85 

1031-2 

308*00 

121*50 

140*54 

570*10 

175*82 

141*00 


317*81 

1032-3 

177*70 

128*13 


305*‘U 

0*31 

27*21 


30*55 

1033-4 

2*05 

0*33 


11*08 


50*37 


50*37 

1034-5 

0*30 

70*70 


71*00 


138*04 


138*04 

1035-0 

1*54 

100*27 


110*81 


()3*44 


03*44 

1030-7 


12*50 

* Railway Board' 

12*50 

Report, Vol. 1, for 

02*08 

Ccioh year. 


02*08 


a drop oil all railways both in total milage opened and 
under construction. These features of new construction arc 
to be interpreted in the light of certain considerations. In 
1923-4, the Railway Board investigated the prospects of a 
large number of projected railways. In 1924-5, it was Tlccided 
to push forward the construction of all schemes likely to prove 
remunerative.'-^ The report for the succeeding year stated 
the policy and attitude of the Railway Board even more clearly, 
in the following words : 

The improved liiiaiicial position of railways resulting from the sepa- 
ration of iinaiUM^ lias enabled the Railway Board to adopt a bolder policy 
in the direction of new ('onstriiction. The problem has been dealt with 
on the basis of examining the whole country in separate areas roughly cor- 
responding to the areas served by different railway administrations, and 
continuous programs of survey and construction are being prepared which 
are subject to revision each year in the light of the co-ordinated recom- 
mendations of the local governments and the local railway administrations. 
In order to deal more ex])editiously with the increased program of con- 
struction, the organization on those railways with heavy programs has 
been improved with the appointment of special chief engineers with addi- 
tional construction staff. 'Ilie total milage of projects which the Railway 
Board have either sanctioned or were having investigated by the end of 
March 19‘2() amounted to betw(‘en b,000 and 7,000 miles, and it is hoped 
that irhen all arrangements in this direction, are in full string, the total yearly 


Railway BoanVa Report 1021-5, Vol. 1, p. 35. 
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addition to the milage of Indian Railways will he in the neighbourhood of 
1,000 jnilesl^^ {Author's italics.) 

In the following year, 1926-7, the Railway Board, observing 
how their efforts materialized into the production of a five-year 
program of construction by each of the larger railways subject 
to annual revision, stated with confidence that 

‘(Since the sum of the total additional open line milage sho\\ n (in the pro- 
grams) amounts to over 7,0(K) miles at the end of the quinquennium, there 
appears to bo no reason why the antit'ipations in last year’s report in regard 
to an annual addition of 1,000 miles to the open milage of Indian 
Railways should not be realized. 

These extracts from the annual reports of the Railway Board 
convey some idea of the policy and psychology behind 
the program of now construction during tlie period. The 
Railway Board adopted certain priLiciples in connexion with 
the preparation of the programs for the construction of new 
railways. The report for 1926-7 described how the Railway 
Board laid down certain standards oi construction and how 
‘with the standards now laid down it would bo possible to 
choose one which will suit the traffic expected and give a fair 
return in almost every case unless tlio nature of the c(juiitry 
is such as to preclude the constructioii of cheap railways or 
there are special reasons which make it impossible for any 
railway to compete successfully with road traffic. 

The progress of new construction during the period is 
indicated by the figures in the last table. In examining the 
projects sanctioned and works started, the statistics of the 
lines under active construction in the earlier years show the 
extent of milage taken in hand. In 1923-4, the last pre- 
separation year, the lines under active construction amounted 
to *760 miles. In 1924-5, they increased to l,20Lmiles. During 
the next two years, the milage under construction more than 
doubled, the total length amounting respectively to 2,447 
and 2,551 miles. The highest figure was touched in 1927-8 

Raituiajj Board's Report Vol. I, p, 2S. 

Railway Board's Report 1920-7, Vol. I, p. .‘U. 
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when the total milage under construction rose to 3,629 miles. 
The next year witnessed a slight reduction to 2,896 miles and 
thereafter the decline was rapid. In 1929-30 construction 
slowed down considerably to less than half the milage of the 
previous year, namely, to 1,258 miles, and in the next two 
years it came down to less than 40 miles. The new railway 
lines were chiefly additions to the broad and metre gauges and 
were approximately of equal milage. 

Turning now to the lines opened to public traffic, we find 
that during the first two years, 1924-6, the railways concerned 
were chiefly those started before 1924. The construction 
and completion of a new railway naturally takes time, and 
the effect of the new policy began to make itself felt only in 
the year 1927-8, when the milage opened increased from 233 
miles to 700 miles. In the following year it increased to 1,282 
miles. Thus the ambition of the Railway Board to attain 
an annual addition of 1,000 miles to the open milage mate- 
rialized only three years after the introduction of the policy 
directed to secure it. But in the very next year, the pace 
could not be maintained and the new lines opened amounted 
to 812 miles only. During the succeeding two years, the 
additions came down to the neighbourhood of 570 miles and 
in 1932-3 to 306 miles. The lowest point was touched in 
1933-4 when the additions were only 12 miles. The total 
milage opened to public traffic during the period 1924-32 
was 5,360 miles, of which 2,400 miles belonged to the broad 
gauge and 2,300 miles to the metre gauge. 

It is interesting to examine tlie extent of increased milage 
brought al:)Out by the new construction programs on the indivi- 
dual railway systems. In Table 12, the route milage of each 
railway on 31 March 1924 and 1932, the net additions and 
the percentage increases have been given. It may bo seen 
from the figures that the increase in route milage is more evenly 
distributed among the state-managed railways than among 
the company- managed railways. The length of two out of 
the five state-managed lines increased by more than 20 per cent. 
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The East Indian and the Great Indian Peninsula stood lowest, 
with an addition of only 10 per eerit in their milages. The 
North-Western Railway had the largest increase, and with 
the accjuisition of the 8outhern Punjab Railway,^^ it had 
an increase ot 22 per cent. The Burma increased in size by 
21 per cent and the Eastern Bengal by 13 per cent. 


TABLE 12. PUOOUEvSS OK ROU rE MILAGE ON 
STATE-OWNED RAILWAVS* 



Route 

iuilago 

on 3J March 1921 

Route 

milage oii 31 Mareh 

1932 


Jlailwa^ s 

Single 

track 

Double 

traek 

^ 4’reble 
track 

Total 

Single 
track . 

% 

[lie. 

Dou])lo 

track 

'Prehlo 

track 

Total 

e/ 

/o 

luc. 

A.B. 

1,049 



1,049 

1,306 

24 



1,306 

24 

JL&N.W.t 

2,052 

10 


2,0()2 

2,102 

2 

10 


2,112 

2 

B.N. 

2,779 

Kil 


2,939 

3,1(56 

14 

251 


3,41 7 

16 

B.B.&C.r. 

3,523 

258 

4 

3,785 

3,682 

1 

242 

19 

3,944 

4 

M.&S.M. 

2,997 

44 


3,041 

3,178 

6 

48 

4 

3,230 

() 

S.I. 

1,S7() 



1,87(5 

2,474 

32 

5 

16 

2,495 

33 

BurmaJ 

1,577 

liil 


1,695 

1,850 

17 

207 


2,057 

21 

E.B. 

1,5()5 

139 

24 

1.728 

1,772 

13 

153 

23 

1,947 

13 

EJ.§ 

3,132 

759 

51 

3.945 

3,400 

9 

886 

61 

4,348 

10 

G.I.P. 

2,580 

774 

30 

3,389 

2,919 

13 

773,. 

33 

3,725 

10 

N.W.ll 

4,91)5 

8(53 


5,828 

(5,211 

25 

882 


7,092 

22 

Jodhpur 

858 



858 

977 

14 



977 

14 

N.S.11 

914 

is 


962 

1,220 

29 

IS 


1,238 

29 

R.&K.t 

571 



571 

570 


1 


571 



* Railway Board's Report, Vol. II. 

t Company railways includetl for of cojupanson. 

j Became state-iiuiaagod in 1020. 

§ Figures for 1025-20 includes the O.&H.Hy. which was merged in the system in 1025. 

' jl Includes the Southern Punjab Hallway taken ov(n' by the State in 1030. 

il Indian State, lino includcfl for comparison. 

As regards company- managed railways, the South Indian 
extended its system by about a third and the Assam Bengal 
by about a quarter. The Bengal Nagpur added to its 
length a sixth of its total milage in 1924. The Bengal & 
North-Western, the Bombay Baroda & C^entral India and the 
Madras & Southern Mahratta showed comparatively small 
increases, namely, 2-4 per cent on the first two and 6 per cent 
on the last. It is interesting to observe that these three 
railways have licen ]irecisely those lines which have lieen 
financially successful, and maintained surpluses even 
during the lean yeai-s of the depression. The explanation 


I’ho Southfn'ii Puujah Railway, extending from Delhi to Samasata, from laulhiana 
to McLeodganj, from .Julhindur to Eirozepur an<l from Kjiaur to Lodhrau, with a total 
milage of 027, was the property of the Southern Punjab Railway t^jinpany and worked 
by the North-Western. On 1 January 1930, it was purchased by the State at a cost of 
Rs. 7 croros approximately and made an integral part of the North-Western Railway 
System. 
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may in part be that the uneven distribution of newly 
constructed lines among the different railways represents an 
attempt to extend railway facilities to regions inadecpiately 
served before. But even gr^^nting this, one cannot hel]) ven- 
turing the observation that the management of the paying 
lines might probal)ly have had doubts about the financial 
return from new constnudion. 

These were the principal features of the program of new 
construction started since the separation. The })rojects included 
in the program of each railway up to the year 1931 and to the 
end of the financial year 1936-7 are givcui in the appendix. 

The ])olicy of capital expenditure started during the post- 
war decade and crystallized during the post -separation years 
was subjected to a great deal of criticism. The Railway 
Retrenchment Sub-committee, who investigated the entire 
financial position of the Indian railways in 1931, entertained 
grave doubts as to the soundness of the new construction 
program. They said : 

‘ In quite a nu tuber of eases the origitial est imate of expenditure has 
been considerably exceeded, while, on the other hand, and partly for this 
reason, the net return has been much less than anticipated. In some eases, 
it seems, at present, impossible to expect that the retuin originally anti- 
cipated will be obtained in any reasonable length of time. Hiis is, no doubt, 
partly due to the world-wide economic de])res.sion, but from the statement 
one" gains the impression that the railways in the first flush of having un- 
limited funds at their disposal, eommenced ncAV eonstruetions on too opti- 
mistic estimates. As regards estimates there are over a dozen instances 
when estimates have becai exeeeded by over 20 per eent.’^“ 

Let us now consider how far the charge of starting pro- 
jects on too optimistic estimates is justified. For conveni- 
ence of discussion, attention may first he given to new 
construction. 

FINANCIAL JUBTIPTOATTON OF NEW PROJECTS 

The principal (|ucstion raised with regard to the new con- 
strnction programs concerned their financial justification. The 

Report of the Railirm/ Retrenchment Suh-Conimittre, Octolx-r 1931, para IIS, 

p. 42. 
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usual procedure in regard to new projects is to prepare esti- 
mates of the costs of construction and forecasts of revenue 
expenditure, traffic and revenue earnings, from which data 
it will be decided whether the lines will pay or not. If it is 
found that they would, funds are provided and construction 
started. The instances of construction during the pre-separa- 
tion period indicate a disappointing record for many lines. 
The earnings of the new railways had fallen far short of the 
estimated financial return on capital. These instances suggest 
the necessity for a careful examination of the T’ecord of new^ 
construction since 1924. In an attempt to appraise the earning 
capacity of new lines opened for traffic, there are unfor- 
tunately very little data to proc*ced upon. When once the 
lines had been opened for traffics they were merged with the 
main lines and the earnings were not accounted for separately. 
It thus becomes impossible to ascertain if the estimates were 
correct and if the expected earnings were realized. Recently, 
however, attempts have been made to keep separate records 
of the i3erforniance of new lines, but this does not help 
one in appraising the financial position of the lines opened 
during the first six years after sej^jaration. 

There is also another difficulty in the case of recent con- 
struction. Usually the railways calculate upon the probability 
that a new line will attain maturity in five years, that is to 
say, will become remunerative on the basis of the traffic expected 
five years after the line has been opened. No line sanctioned 

Cf. : ‘Railway estimates appear to have a habit of falsifying themselves to an 
inconvenient extent. lor instance, according to t\{e History oj Indian Railways araX tha 
statements referred to in the replies given in tho Assembly to imstarred questions No. 231 
of 31 January 1022, No. 247 of 6 February 1022, and No.‘4 of 6 September 1022, the Katwa- 
Barharwa Railway was expected to earn nearly 6 per cent, but never earned more than 3| 
per cent ; the Dasghara-Jamalpurganj promised a return of 5*33 per cent, but never 
gave more than 2*0 1 per cent ; the Ahmadpur-Katwa was estimated to yield 4-60 per 
cent, but the actual yield never rose above 2*36 per cent ; the Rankura-Damodar River 
was expected to give 5 per cent, but never gave more than 2*32 per cent ; the Burdwan- 
Katwa was calculated to produce 4*84 per cent, but the actuals show an average return 
of only 1*84 per cent ; the Trans-Indus promised the bounteous return of 74 per cent but 
m actual performance yielded 0*68 per cent in 1913-4, 0*20 per cent in 1010-7, and 
regular deficits in other years, until in 1920-1 the deficits amounted to over Rs. ISf lakhs; 
the Arakan with no traceable promise of return is loaded with guarantees aggregating 
to SJf per cent, but in actual working it has always shown deficits which now amount 
to over Rs. 50,000 a year ; while in respect of many other new railways no record at all 
is kept of the actual returns obtained and this makes it impossible to ascertain how the 
actuals compare with the estimates.’ Railway Problems^ published by the Servants 
of India Society, Poona, 1924, pp. 83-4, 
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after 1924-5 had completed this period of five years before 
the c'ommeneemeiit of the depression and the great bulk of 
the lines were open for a much shorter period. Meanwhile 
the depression set in and upset all calculations based on the 
assumed continuance of normal conditions. 

But one test may be applied to check the estimated 
remunerative prospects of the new lines com])leted. The 
anticipated earnings of a projected line may be justified by 
the estimated traffic prospects only when the actual costs of 
construction do not exceed materially the estimated capital 
expenditure. If the estimated capital cost of a new railway 
is Rs. 40 lakhs and the estimated percentage return on the 
capital outlay is 6 per cent, the actual percentage return will 
be halved if the cost goes up to Rs. 80 lakhs. The examination 
of our railway accounts by the Public Accounts Committee 
and the Railway Retrenchment Sub-Committee and their 
scrutiny of the policy of capital expenditure during the eight 
years after the Separation Convention, brought to light several 
instances of such excesses over the estimates. In Table 13 is 
given a list of certain new railways completed during the })eriod 
under review on which the actual expenditure exceeded the 
estimated costs by more than 15 per cent. 

It will be observed from the table that ten of the projects 
exceeded their original estimated costs by more than 
a third. On one of the railways included in this group, namely, 
the Kangra Valley Railway, the capital cost was more than 
twice the estimated cost : as against an estimate of Rs. 134 
lakhs, an expenditure of Rs. 29(3 lakhs was actually incurred, 
representing an increase of 121 per cent over the original 
anticipation. For another project, the Calcutta Chord Railway, 
the actual expenditure was Rs. 320 lakhs as against an estimate 
of Rs. 179,‘90 lakhs. Similarly the Pegu-Kayan was sanctioned 
on an estimate of Rs. 34*52 lakhs and on completion the ex- 
penditure rose to Rs. 54*29 lakhs, an increase of 57 per cent. 
It is obvious that the financial return based on the lower figures 
can never be realized when the actual expenditure is increased 
10— 15UB 
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TABLE 13. MORE IMPORTAN'J' NEW CONSTRUCTION PROJECTS SHOWING 
EXCESSES OVER ESTIMATES* 


(Rs. m lakhs) 


Name of project 

Date of 

Date of 

Estimate 

Actual 

Return 

Actual 

%t 

Moiilmoin-Yo 

sanction 

1922 

opening 

16-4-25 

Rs. 

R.s. 

75*87 

oxp’ro 

Rs. 

92*68 

expected Return 

o/ o/ 

/o /o 

1*8 

122 

Pogu-Kayan 

16-1-24 

15-1-27 

34*52 

54*29 


4*6 

157 

Sibsagar Rd.-Khawang 

5-2-24 

10-11-27 

26*92 

31*96 

5*9 

2*6 

119 

Furkating-Baduli- 

14-4-25 

1-8-28 

27*37 

31*61 

7*0 

0*6 

115 

J orb at 

Dindigul-Pollachi 

28-1-25 

19-11-28 

71*71 

87*82 

0*3 

9*0 

122 

(Mlcutta Chord 

23-7-25 

31-1-31 

179*90 

319*97 



178 

Tumsar R oad-Tirodi 

11-7-25 

15-2-30 

30*77 

45*02 

10*0 


146 

G udi v^ad a - 1 5 h i ina varam 

17-12-25 

17-9-28 

28*61 

40*81 


3*6 

143 

Nidadavolu -Narsa pur 

,, 

,, 

54*44 

69*73 

6*6 

3*1 

128 

Madura - B o d i nay aka ni ir 

28-12-25 

& 3-2-29 
20-11-28 

44*17 

55*30 

8*7 

5*5 

125 

Kaiigra Valley 

1-2-26 

1 -4-29 

1 3 1*00 

295*65 

2*8 

-0*9 

221 

Kyan Thorigwa 

26-1-26 

15-12-28 

11*11 

14*31 

10*8 


129 

Dhamuah-Laxr u i - 

12-1-27 

15-12-28 

37-38 

40*34 

7*0 

—1*9 

142 

kantapur 

Kuslud) - C 'h ak J uni r a 

21-2/4- 

21-1-28 

121*05 

149*50 

6*0 


124 

Purnoa -M urliganj 

16-8-27 

1-10-29 

25.69 

30*96 

6*6 

4*5 

121 

Qilla Saifulla-Fort 

16-8-27 

15-7-29 

46*23 

56*50 


-7*9 

122 

Sandoinan Exten.sion 

Abdulptir-Nawabganj 

12-10-27 

11-2-30 

63*93 

84*39 

6*2 


132 

Salom-Meeheri 

10-3-28 

15-4-29 

10*63 

13*54 


2*7 

127 

Kalukhali - Bhatiapara 

10-1-28 

1-12-31 

41*40 

57*02 

5*0 


138 

Pollaclii-Palghat 

13-6-28 

1931-2 

39*37 

51*79 

5*2 


132 


* Source : Report of the Railway Relrcnehment tSab-Committee, October 1031. 
t Porcentago relation of the act\ial expenditure to tbo cstinmtes. 


by 50 or 100 per cent.^^ If this is the record of the 
capital costs for these lines, in view of the comparative 
rigidity of economic organization in the territory served by 
them and the inherent resistance of the population to sudden 
changes, the performance even after five additional years 
cannot come up to the standard of the estimated rate of return. 
It is thus impossible to say what the actual position has been 
with regard to the lines completed since 1924 without a detailed 
enquiry into the financial history of the new railways. 

The principal factor which was responsible for financial 
miscalculations in carrying out the programs of new construc- 
tion was the plethora of funds sanctioned and the assurance 
that no difficulty need be apprehended as to the availability 
of sufficient money to meet the costs of extensions and im- 
provements. We have already seen how during the two pre- 


Furt'hor details of t])o lo.ss flagrant instaneos will bo found in Appendix D, 
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separation years, 1922-4, the railways failed to spend a large 
portion of their allotments and how by the time separation 
was introdneed it was gradually realized that even the program 
revenue expenditure of Rs. 150 crores would have to be left 
largely unutilized. The ])rinciple which dominated the situa- 
tion was not so much the grant of funds to meet a definite 
expenditure : it was, in fact, one of the grant of as much funds 
as could be spent l)y the railway administrations. It is, there- 
fore, not surprising that under such circumstances the spending 
dej)artmcnts put forward diverse schemes towards betterment 
and new (instruction. The problem of differentiating between 
the essential and the non-essential, the urgent and the develop- 
mental, or the immediate oi‘ future improvement, arises only 
when the funds available are strictly limited and have to be 
apportioned amongst those schemes which jiromise the maximum 
utility and return. If they are not limited, it is inevitable 
that doubtful as well as sound projects sliould lind a place 
in the programs of railways. 

The effect of this foctor is to bo tracked in the budget 
estimates. The appropriation accounts of the separation year 
itself reflected these tendencies. The Public Accounts Com- 
mittee of the Central Legislature discussing the accounts of 
1924-5 stated : 

‘There seems to be an incurable and on tlic whole laudable habit among 
ofheers charged with the duty of spending money on carrying out public 
Avorks of being over-sanguine as to their capacity to spend during a given 
period. 

The budgeting of capital grants for three successive years 
had already proved meaningless as the actual expenditure 
fell far short of the budget grants. The Railway Board realized 
that the Agents of railways had asked for much larger funds 
than they could hope to use. Consequently, it was found 
that there were in the railway acc-ounts 

‘evidences of a tendency to over-estimate expimditure in the preparation 
of demands for grants, Avhich are afforded by numerous instances brought 


Public Accounts Comniitlee Report 1924-25, Vol. I, p. 10. 
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to notice. . . .This tendency to over-estimate is particularly noticeable 
(a) in the provision made for establishments, and (b) in the sums entered 
under heads relating to expenditure on works whether chargeable to 
capital or to revenue.’^® 

The inability on the part of the railways to spend the funds 
allotted also had other adverse reactions on the financial 
position of the Government of India. The Government of 
India borrowed money on capital account for railway purposes. 
If the entire amount was not utilized, Government would 
have to incur loss on account of the balance on Avhich interest 
would be payable. 

To avoid these difficulties, the Railway Board hit upon 
the system of ‘over-allotment\ According to this system, the 
estimates submitted by railway administrations were reduced 
by means of lum|) cuts, but they were told to pay no attention 
whatever to the lump cuts : they could spend up to the amounts 
they had themselves asked for in the budget. The idea behind 
this was that the Railway Board, on the experience of 
previous years, anticipated 'that the railways would not be 
able to use the entire amounts they had asked for and made 
a lump sum reduction, which they considered might be the 
amount of underspending. 

The system of over-allotment was tried for three years, 
1925-8. According to the arrangements introduced during 
this period, the Agents’ estimates were fully sanctioned, but 
as the Railway Board allowed for some savings on these, they 
presented in the Railway Budget a reduced grant. A glance 
at the following figures^'^ will indicate how the system worked. 

{Ha. in crorea) 




Radway 


% of 

Bxcess of 

4- or — 


Agentw' 

Board's 


Agent’s 

Agent’s 

compared to 

Year 

estimates 

estimates 

Actuals 

estimates 

estimates 

Budget estimate.^ 


Rs. 

Rs. 

Rs. 


Rs. % 

Rs. 

1925-0 

32-07 

22-90 

19-25 

00 

12-82 40 

-3-65 

1920-7 

34-58 

20-00 

27-14 

78 

7-44 22 

-f-114 

1927-8 

39-77 

25-00 

32-44 

82 

7-33 18 

4-7-44 


Hublic Accoimta Committee Report 19-4-6, Vol. 1, p. 9. 

Figiu’os are taken from the memoranda on the Railway Budget for the jears 
referred to. 
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In 1925-6 the Railway Board fixed the amount of the capital 
grant at Rs. 22*90 crores, as against the Agents' estimates 
of Rs. 32*07 crores, and there was shortspending to the extent 
of Rs. 12*82 CToves on the Agents’ estimates and Rs. 3*65 crores 
on the Railway Board's estimate. There was. overspending 
in the next two years amounting to Rs. 1*14 crores and 
Rs. 7*44 crores respectively on the budget estimates, but still 
underspending as compared with the Agents' estimates, to the 
extent of 22 \)i)r cent and 18 per pent respectively of what 
they had asked for. On these bases, obviously there can bo 
no nu^aning or value to the budget. If the budget is an instru- 
ment of ensuring control over expenditure, the very assump- 
tions of thn over-allotment system militated against the objects 
sought to In) attained by a budget. Under the principle 
of over-allotment, the budget is less an estimate of the proper 
prospective expenditure than the Railway Board's estimate 
of the capacity of the railway administrations to spend. ‘The 
principal difficulty with which we are now confronted,’ com- 
plained Sir Charles Tunes in his budget speech for 1926-7, fis 
that of spending the money —that is, of executing rapidly sanc- 
tioned projects.’ This explains the sudden expansion of the 
agencies for construction and the desire to s])ecd up the com- 
pletion of works. Throughout the railway papers of this 
period, references are frequently found to the desirability 
and the necessity of hurrying on projects to completion.**^® 
Accordingly eflbrts vs^ere made to simplify the process of prepar- 
ing estimates and of securing sanction. Increased powers were 

Sir (Jliarles Innes said in lim biaigot spcpch for 192r>-0 : 'I nm confident that the 
House will tlioroughly approve of a bold policy of remunerative railway development.’ 
Budget for 1925-6, p. 8. 

In the following year, he again stated : ‘The policy wi^ are working to is that we are 
willing and anxious to construct any new lines provided we are satisfied that they will 
ho remunerative .... We have also impressed on railway administrations their respon- 
sibilities for developing the areas within their respective splieres of influence by bringing 
to our notice promising schemes of railway development within thosii areas.’ Budget 
for 1926-7, p. 7. 

Also coinjiare : ‘We ha^'o taken .special steps to expetlite the proces.s of obtaining 
approval to works of proved neco.ssity, and have simplified the system of preparing and 
submitting estimates and for the certifi<‘ation of indents, and wo have also delegated 
larger powers of sanction to Agents and boards of directors. . . .We do not propose to 
restrict expenditure on sanctioned wmrks as it is of obvious advantage, once they are 
sanctioned, to expedite them as much ns possible.’ Chief Commissioner’s speech. Budget 
for 1926-7, pp. 35-6. 
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obtained from the Secretary of State for India by the Railway 
Board, as a result of which many projects which could not 
be undertaken without the sanction of the former could now 
be started with the sanction of the Government of India. 
The Agents of the state-managed railways and the boards of 
directors of the company-managed railways were given addi- 
tional powers to start new schemes. As the railway orga- 
nization on the existing basis proved inadequate, the engineering 
departments were strengthened on the construction side and 
contractors were employed on a large scale to expedite work. 
These were some of the measures adopted to increase effectively 
the caiutal-using capacity of the railways. The psychology 
of the times is indicated by the fact that during 1927-8, 
a hundred new projects and 4,600 miles of construction were 
on hand. Speaking in 1927, Mr. (later Sir) Clement Hindley, 
Chief Commissioner of Railways, declared : Tf our present 
quinquennial program does not come in for very drastic revision 
either for financial reasons or other difficulties, there is no reason 
to anticipate any serious dropping off* from this (annual) figure 
of 1,000 miles as the rate of progress for several years to come.’*^^ 
To obviate unexpected difficulties such as those connected 
with acquisition of land, which might hold up progress of work, 
alternative projects were also included so that in the event 
of any development holding up or delaying work in connection 
with any particular project, the railways could proceed with 
alternative schemes.^® 


33 Budget for I927-S, p. U. 

^3 Tho following disciiRsiou by tho Public Accounis Committee for 1027-8 may bo 
read with interest in this connection : 

Mr. Bail (Financial Commissioner) : ‘Wo must not be prevented from staHing new 
constructions in anticipation, provided we obtain tho approval of the Standing 
Finance Committee for Railways. Wo can obtain a formal grant from the Assembly 
later. . . .The expenditure at the start would be very little.’ 

Chairman (Sir George Schuster) : ‘We are not concerned with the expenditure at 
tho start. It may bo a lakh or so in tho first year, but eventually you may be com- 
mitted to crores.’ 

Mr. Mail : ‘If we were to put in our budgets only lines which have been sanctioned, 
it might create difficulties. We shall have to put in our budgets quite a largo number 
of linos which are still under consideration. Some of them might bo quite good, 
but there might be difficulties in spending money on tliose lines on account of land 
acquisition, sometimes on account of negotiations with other railways and so on. 
For instance, linos which have been sanctioned two years ago, 1 tliink, in the G.I.P. 
Railway, are still hold up because the negotiations with tho Nizam’s Government have 
not boon concluded. So it does happen that all the money cannot be utilized and our 
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The anxiety to avoid unspent grants, the encouragement 
afforded by the Railway "Board and the Legislature, and the 
psychological influence of the prosperous years were in the 
main responsible for the adoption and execution of schemes 
which turned out later to be ill-justified. That the Railway 
Board, as the Railway Department of the Government of 
India, had a large share of responsibility for the initiative 
and direction in this matter has been made abundantly clear. 
An instance of this may be seen in the practice of sanctioning 
projects on ‘abstract’ estimates, instead of detailed estimates. 
Mr. Sim, Financial Commissioner of Railways, stated in 1925 
that 

' Under the present ])rocedure sanctions for works Avere accorded by 
the Railway Board on abstract estimates, wliich gav(‘ broad details, but 
before work was started detailed estimates for eadi part had to be prepared 
and sanctioned by the Agent or chief engineer. When once the detailed esti- 
mates had been sanctioned, the local authorities could go on incurring 
expenditure so long as they did not exceed the limits in th(^ abstract esti- 
mates.’^^ 

The estimates prepared in detail were not to exceed a fixed 
percentage. In quite a number of cases, as construction 
proceeded, the estimates had to be revised. Early in 1930 
the Director of Railway Audit in his report for 1928-9 com- 
plained that ‘all constructions on the Eastern Bengal Railway 
wore, undertaken prior to sanction of the detailed estimates 


construction staff will remain unociaipiod. If wo aro quite sure that another project, 
if started at once, would bo more remunorativa>, then our practi{;e is to start it immo- 
diatoly after obtaining the approval of the Standing Finance (Jommittee for llail- 
ways. It would bo more economical to do so, because wo should not bo keeping 
our construction staff unemployetl. Whether there is provision for such work or 
not, we start it at once with the idea of obtaining a supplementary grant when the 
Assembly is in session.’ 

Chainnan : ‘You might have included in your budget a now branch lino which would 
cost, say, Ks. 50 lakhs, of which you would be spending, say, Ks. (> lakhs in the 
current year. You might find for the reasons you Inwe stated that you were not 
able to spend the amount that year on that project, but the jAroject which you are 
going to substitute for the 50 lakhs might be a 5 crore project. In a case like that 
you would be putting a heavy responsibility on the Stanejing Finance C^ommittee ?’ 

Mr. Rau : ‘I daresay that wo would not think of starting such a Railway without 
the special sanction of the Assembly.’ 

Chairman : ‘I do not think wo can accept that statement. . . .This committee should 
say that whatever latitude is allowed it should not attempt to substitute for a pro- 
ject which had been put before the Legislative Assembly another more costly projei't 
although in a particular year it would not cost more than the sum already provided 
for.’ Public Accounts Committee’s Report 1927-8, Vol. IT, Evidence, pp. 324-5. 

41 Public Accounts Committee'^ Report 1923-4, Vol. I, p. 65. 
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therefor.’ Thus in the ease of the Kalukhali-Bhatiapara 
Railway, before the detailed estiniafes were ready, expenditure 
on construction was already booked. It is obvious that under 
such a procedure an estimate ceases to be an estimate of the 
probable expenditure and possesses little value. As an instance 
of the type of casef? where the original estimates were falsified 
may be mentioned that of a certain now line on a certain 


railway 

on which the 

history of the 

sanction of estimates 

given as 

follows : 

[hi lakhs of Rs 

) ’ 


Year 

Estiinati‘ 

Est. value of earthwork 


1925 

73 

16 


1926 

90 

27 


1927 

92 

30 


1928 

94 

31 


1929 

96 

33 


The revised estimate in 1929 was 30 per cent higher than the 
original figure. The Agent submitted still another revised 
estimate in February 1930 for Rs. 97 lakhs, which the Railway 
Board declined to sanction, and the Agent informed the Board 
on receipt of thcii* decision that he would work within the 
limit of Rs. 96 lakhs. Even this increase is small as com- 


*2 The Director of Railway Audit observed : Tn the absence of detailed estimates 
as required under the rules, effective control could not bo exercised over the exi)enditure 
on works and a comparison with the provision made in the abstract estimate was conse- 
quently all that was possible. As a result of the absence of detailed estimates, material 
modifications of a sanctionotl project, omission of a station provided for in the detailed 
estimate, and the construction of several additional quarters and a goods shed over and 
above the provision in the detailed estimate, could not be brought to light in time.' 
Report on the Appropriation Accounts of Itaihvays in India 1928-9, para. 101, p. 01. 

The Director of Railway Audit observed in connexion with this case : 'The Ad- 
ministration has explained that the excess under earthwork was “ primarily due to work 
having been sanctioned on preliminary surveys instead of on detailed surveys.” “It is 
impossible to ascertain before the work is commenced the exact nature of the soil that 
may be encountered unless a large number of trial borings are taken at the time the esti- 
mate is prepared. This is only done when a detailed survey is made. Tn all cases, lines 
have been sanctionixl on preliminary surveys. The estimate for the . . . Railway was 
on such a survey and on a superficial view of the ground : and it was found later that 
the subsoil was considerably harder than was expected.” In returning the last revised 
estimate unsanctioned, the Railway Board conveyed their sense of disapproval that it 
had boon necessary for the Agent to apply again for further sanction and observed “the 
original estimate sanctioned by the Secretary of State in 1926 was Rs. 73.30 lakhs and 
the fact that it has been necessary to revise this on four occasions reflected great discredit 
on the way the estimates have been prepared by the engineers. The line will now appa- 
rently cost practically 33 per cent more than was anticipated and the return expected 
will fall from 8 per cent to under 6 per cent”.’ 

By 1930, as will be seen from the text, the credit of the State found itself in a serious 
plight, so that drastic control of expenditure was exercised. A couple of years earlier 
and the Agent might have got his sanction and the extra lakhs ! Report on Appropriation 
Accounts oj Railways in India 1929-30 by the Director of Railway Audit, p. 60. 
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paipd with tlic^ inc*]*(‘a8o of J0(3 ]K^r (‘ont in tb('! c^stiinatoci valup^ 
of (earthwork iiiclncled in the project. 

THE KAHGHA VAI.EEY RAIEWAY 

Some, idea rh to the cireumstanees in whicli new eon- 
Htrnctic^n projects were evolved may be indicated by one or 
two instances. The case of the Kangra Vallc^y Railway, by 
reason of the abnormal increase in capital cost, takes precedence 
and may be dealt with first. 

Proposals to construct a narrow gauge railway in' the Kangra 
Valley with the object of opening up the rich Kulu ancl Kangra 
valleys date back to 1912 and 1914. Preliminary surveys 
were undertaken in those two years and the prospects did 
not appear to be sufficiently remunerative and the idea was 
di‘opped. The projiosal wtis, however, revived in 1925, when 
the Punjab Government investigated the Uhl hydro-electric 
scheme and proposed to include a metre gauge tramway from 
the railway terminus at Mukherian to Shanan, near Mandi 
in the Kangra Valley, to transport heavy plant and machinery 
to the headworks. The line was also (T)nsidered ncM^essary 
for the upkeep and patrolling of the transmission lines even 
after the completion of the project. The Punjab (uivernment 
thought that tlie line could subsequently serve as a means 
of communication between the Kangra Valley and the plains 
for passenger and goods traffic. The Local (h)vernm(mt inti- 
mated to the Railway Board that, with the approval of tlie 
Governor-General in Gouncil, they proposed to issue an order 
under the Indian Tramways Act, and enquired if the Board 
had any objections to the proposals from tludr point of view. 

The Railway Board had already examiiKnl in 1923 a scheme 
to extend the Jullundur-Mukherian branch at Talawara, a 
distance of 18| miles, in connexion with certain proposals of 
the Punjab Government concerning the installation of a saw- 
mill and a paper factory, at a cost of Rs. 17*33 lakhs. It 
appeared subsequently that the saw-mill would not materialize 
for some years to conle and that when they did they were 
expected to be on a much smaller scale than originally contem- 
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plated. The scheme was thus shelved. Now iu view of the 
proposals of the Punjab Government, the Pailway Board 
brought up this extension scheme by stating that eventually 
it would be worth while. The Punjab Government, however, 
could not agree to this extension, as they were dei)ending a 
good deal on the prospective earnings of the tramway between 
Mukherian and Talawara to help the financial justification 
of the scheme. Afte]* further discussion of the proposals with 
the Punjab Government, it was finally agreed to construct 
a 2' 6'" gauge railway starting from Pathankot instead of from 
Mukherian. 

When the proposal for the construction of the Kangra 
Valley Railway was formally plac^ed before the Standing 
Finances (bmmittce for Railways, it was mentioned that a 
preliminary survey had already been carried out and that the 
figures of the previous surveys on the proposed alignment 
were brought up to date. The project as formally submitted 
was to construct a 2' 6" gauge railway from Pathankot to 
Shanan, covering a distance of 100*6 miles. The expenditure 
required to complete the construction of the railway was 
estimated at Rs. 113*80 lakhs, or Rs. 1,13,123 per mile, if a 
ruling grade of I in 22 1 were used on the ghat section and 
1 in 50 on the remaining portion. A realignment of the ghat 
section on a ruling grade of 1 in 40 or 1 in 50 at an additional 
cost of about Rs. 20 lakhs was also suggested as being justified 
by the resulting decrease in working expenses. The gross 
earnings were placed at Rs. 12 lakhs, or Rs. 230 per mile per 
week, in the third year after opening to public traffic. With the 
development of the country, it was estimated that there would 
be ‘an increase at the rate of 8 per cent for several years.’ The 
cost of working traffic was calculated at Rs. 8*40 lakhs annually, 
representing an operating ratio of 65 or 70 per cent of the 
gross earnings. 

*The economic jiossibilities of developing the region were 
stated in no uncertain terms. The area to be served by the 
proposed railway was richly cultivated, and had considerable 
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forest areas at a comparatively low elevation. The Kangra 
District, stated the Financial Commissioner, Railways, in en- 
dorsing the scheme, ‘is rich in antiquities, and there are several 
temples which form important places of pilgrimage for people 
in the Punjab. Kulu, or the upper valley of the Reas, is emi- 
nently suited for the prodiudion of all kinds of fruits and 
vegetables, and it is anticipated that the proposed line will 
help considerably in developing the cultivation and export 
of these commodities. The projected railway will also improve 
the accessibility of the hill stations of Dalhousie and Dharam- 
sala and, it is expected, also encourage the formation of summer 
resorts for the residents of Lahore and Amritsar in the valley 
itself. The principal exports will be rice, tea, potatoes, spices, 
wool and fruit, in return for which will be imported wheat, maixe, 
gram and other pulses, tobac(‘-o, kerosine oil and piecegoods.’^'^ 
The financial prospects of the Railway in the third year 
after opening were tabulated as follows : 


KAN(UiA VACLiiv Railway 

Rs. in lakhs 

(\ipital cost (iiKiuding interest during eonstruction) . . 1,50*00 

(iross earnings, including a reasonable addition to the gross 14*00 
earnings of the main line 

Working (‘xpenses . . . , . . . . 9*80 

Net earnings . . . . . . . . . . 4*20 

Loss in working . . . . . . . . 4*05 

Net return on cax^ital . . . . . . 2*8% 


The Standing Finance Committee were also told that the 
Punjab Government had agreed to guarantee the Government 
of India against loss in the working of the proposed railway. 
The scheme was formally approved by the Committee on 
16 January 1926, and the Railway Board accorded their sanction 
to construction of the Railway on 1 February 1926. 

It was found that the engineering difficulties during con- 
struction were considerable, and the line was one of the most 
difficult undertaken in Indiad*'" The (diief Commissioner of 


Proceedings of the islanding Finance Conwiiitee for Railways, Vol. II, No. 6, p. 14-G. 
The nature of the difficulties experienced in the ct)nstruction of the Kangra Valley 
Railway was described by Sir Austen Hadow, Chief Coinmissionor, Railways, in a note 
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Railways afterwards stated that ‘it was very difficult to estimate 
the cost as no one knew or (-oidd anticipate what difficulties 
would be experienced in the actual construction of the railway 
through this very rough country, where much tunnelling would 
be necessary.’ The result was an enormous increase in the 
costs of construction from Rs. 134 lakhs to Rs. 296 lakhs, 
when the railway was opened to public traffic on 1 April 1929, 
So serious a divergence from t’h(‘ original estimate naturally 
raised severe (Titicism. In examinhig the accounts for 1927-8, 
the Public Accounts (^ommitUM^ raised the question as to the 
reasons for this abnormal divergence and some light was thrown 
on the procedure followed in coniucxion with the starting of 
the project. It canu‘ out- that construction was started with- 

BUppliod to tho Public Accounts ( 'oininit-tcc for IS127-H. Sir Austen stated : ‘'Fho com- 
plotioii of the line and tho overcoming of all the difficulties involved wore considerod a 
matter for congratulation in November 11)2"), wImmi the line was opened up to Landi 
Kotal, and there is no doubt that if it had not been for tho dofoetive work subsoquontly 
discovered in somo of the tunnels, every ono connootocq with the project would liave 
been credited with a specially good piece of w’orl<. 

‘As regards the tunnels, tho first wo heard of anything being wrong was in Marcli 
1927, when, in sending in a report enumerating certain additional works considerod neces- 
sary as a result of the advice of a goologk'al expert and a report by a committee of engi- 
neers on damages caused by a record flood in Siqitember 11)2(3, tho agent mentioned that 
“it might be necessary to strengthen some of the huing that had been put in already m 
somo tunnels.” In April 1927 wo wore told demi-olli<*iallv that the Michni tunnel was 
unsafe (this was tho sixth tunnel west of Landi Kotal) and that a good deal of tho tunnel 
lining (lone during construction would have to be redone. The examination of tho sus- 
poctod tunnels took somo time ; it is, of course, a rather difficult matter as a good many 
holes had to be dug in the crown of the tumiel for examination to bo made. As a result 
of this examination it was reported in Octobei^ 1027 that it would cost approximately Rs. If) 
lakhs to put tho defects right. The Chief Commissioner, who was then the Engineering 
Member of the Hoard, visited tho Khybor in November 1927 to look into tho matter per- 
sonally, and wrote a note in which ho covered other matters besides these defective tunnels ; 
one point was that there had been two .serious floods m the Khyber which had shown 
tho necessity for some change in design of some of tho works and he was examining this 
at the same time, 

‘Tho defects in construction that came to light may be classed under two heads : 
(a) lack of mortar, and (b) hollows left behind tho masonry. They came to notice by 
bulging and crushing of the masonry. The action then taken was in two directions ; 
(?) to a consideration of the best methods to be adopted in y^utting matters right and 
making the tunnels more secure in tho future ; (??’) to the fixing of responsibility for the 
defective work.’ Public Accounls Contniittce Report 1927-8, Vol. I, p. 275. 

Tho other points brought out were that none of the officers had any experience in 
difficult tunnel work in India, and a number of tunnels presented, particularly beyond 
Landi Kotal where the bail work ap])eared, very exceptional difficuK-ies. The conditions of 
work were also unusual, for the political authorities imposed restrictions, as tlio pass was 
occupied by warlike tribes, and no officer was allowed to go without armed escort. Tho 
tunnels w'ere all guarded during tho progre.ss of work. Excavation and timbering was 
in progress da>' and night under contract but masonry work was done during daylight 
only. All the staff employed including labourers, imle.ss working under guard, had to 
bo back 111 their quarti'rs by sunset and were not allowed to leave until sunri.se. To 
avoid troubli' during work, contracts were given to local p>uhk\s wbo were totally inex- 
perienced and work had to be subli't to others. Finally, seriously inadequate supervision 
was also attributed to trie irngiueer who was in charge and was considered blame- 
worthy. 
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out any detailed estimates,^® which was a departure from the 
normal procedine. The principal officials of the Railway Board 
admitted that the construction of the railway would never 
have taken place if the detailed estimates of the project had 
been prepared. The whole case was examined by a committee 
of enquiry, and the report with the observations of the Govern- 
ment of India was placed before the Secretary of State, who 
remarked that dhe initial and principal mistake lay in the 
commenccmient of the project on the basis of inacciu'ate and 
inadequate data.’^’ 

The history of the Kangra Valley Railway may now be 
(‘oncluded with a reference to the financial results of working 
since 1928-9. The following table presents the detailed figures 
for 1928-37 : 

TABLE 14. FINANCIAL RESl^LTS OF 'rUE KANGRA VALJ.EY RAILWAY 

1928-9 TO 1936-7* 






{Rs. 

in lakhs) 





Year 

Milage 

♦ 

Capital 

Rs. 

Gross 

earn’gs 

Rs. 

Not 

earn’gs 

Rs. 

% to Gr. 
earn’gs 

Interest 

Rs. 

Lo.ss Earnings Operating 
per week ratio 

Rs. R.S. 

1928-9 

103.03 

273 16 

0-43 

-~2-46 

0-89 

12-63 

- 15-09 

33 

666 

1929-30 


294-83 

4-89 

- - 3-80 

—1-29 

15-08 

—18-88 

91 

178 

1930-1 

102.99 

297-70 

7-75 

- 6-60 

— -2-22 

16-89 

—23-49 

144 

185 

1931-2 


298-59 

8-25 

— 3-86 

—1-29 

16-85 

—20-71 

153 

147 

1932-3 


301-34 

5-34 

—4-73 

—1-57 

16-62 

—21-35 

99 

185 

1933-4 


303-76 

4-49 

- 4-88 

— 1-61 

16-43 

— 21-31 

84 

209 

1034-5 


303-99 

3-98 

—6-37 

- 2-09 

15-81 

— 22-17 

74 

261 

1935-6 


303-93 

3-64 

-7-00 

-2-30 

15-35 

—22-35 

68 

292 

1936-7 


308-95 

3-49 

- 7-57 

— 2-45 

14-80 

— 22-37 

65 

317 


* History of Itvhon Udilways, Manager, Government of India Presh. 


THE CALCUTTA CHORD RAILWAY 

I'hc exceptional character of the region traversed by the 
Kangra Valley Railway with considerable tunnelling and 

Compare the following diseuswion winch took place during the Public Accounts 
Committee’s meeting : 

766-7. Sir Frederic Qauntlett (Auditor-General) : ‘Wliy was thii Kangra Vhilley Rail- 
way work started before detailed estimates wore ready V 

Mr. P. R. Ran : ‘The reason was that the Government of India was in a great hurry 
about it. They had promi.sod the Punjab Goveriiiuent to have the line ready before 
the hydro-electric scheme was completed ; therefore all the engineers worked at 
the highest pressure they were capable of.’ 

♦ ♦ ♦ 

Sir Frederic (Jaunilett : 'One point does emerge out of this Kangra Valley case and 
it is this. If any real attemjit had been made to prepare an estimate before the 
work had been started, would you ever have dreamt of starting the eon.struction 
of th(‘ work without getting a guarantt'O from the Punjab Government ? After all, 
it is the Punjab Government who hav’o got the railway, and you have to pay for 
the conatruction of it.’ Public Accomits Committee, Report 1927-8, Vol. TI, p. 296. 
Public Accounts Committee Report 1929-30, Vol. 1, p. 275. 
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constructional difficulties offered some explanation, if not suffi- 
cient justification, for the excess over the estimates. We 
may now turn to a different project, the Calcutta Chord Rail- 
way, which was designed to serve Calcutta and its port. The 
proposal submitted by the Jtailway Board^® was to construct 
a double track chord railway, 8*30 miles in length, connecting 
Dankuni station on the Burdwan- Howrah Chord with the 
Eastern Bengal Railway in the vicijiity of Dum Dum. The 
scheme also ])rovided for a double track bridge over the Itiver 
Hooghly at Bally (without any facilities for foot passengers 
or road transport) consisting of seven spans of 350 feet, two 
spans of 120 feet, and two spans of 20 feet. A single track, 
1*84 miles in length, was to connect the now Chord to the down 
lines of the East Indian Railway main lines. A project on 
similar lines, it a[)peared, had been uiidei* consideration since 
1912. As the traffic expected could not, as then anticipated, 
make it remunerative, it was decided to postpone consideration 
until a clearer perspective was had of the possible develop- 
ments at the docks and of the requirements of the town of 
Calcutta. The Bengal Nagpur Railway, which took some 
interest in the scheme originally, did not associate itself with 
the latest phase of it, in view of the development of the Vizaga- 
patam Harbour and the possibilities of diverting its mineral 
traffic from the Central Provinces, and the coal traffic, to that 
port through the Hesla-Chandil Railway, then under con- 
struction. The Railway Board, however, were confident that 
in the ordinary course of development the Bengal Nagpur 
Railway trains would eventually have to be brought to Calcutta, 
but considered the scheme justified on grounds of the pro- 
spective traffic on the East Indian Railway alone. The docks 
when completed, according to the Port Commissioners of 
Cah'utta, could deal with 4,000 wagons, one half of which was 
expected from the East Indian Railway. The prospective 
traffic on that railway would, it was calculated, increase to 
an average of 600 or 800 wagons a day and the peak traffic 

Procecdirtgs oj the iSUnuliug Finance Committee, foi' Builways, Vol. II, No. 3, p. 21 
et seq. 
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to 1,000 wagons per day, inwards and outwards. As the 
existing facilities were incapable of dealing with the number 
of trains involved, more money would have to be spent to 
increase the capacity of the sections by quadrupling tlie Sakti- 
ghar-Bandel-Naihati route, which involved the strengthening of 
the Jubilee Bridge on tlie Bandel-Naihati section. The Calcutta 
Chord Railway scheme pro})osed io meet the additional traffic 
by an alternative route through a new bridge at Bally and 
a line connecting up the Howrah- Burdwan (-hord with the 
Eastern Bengal Railway. 

As regards financial justification, the Financial (Commissioner 
was. not quite sure. ‘It is somewhat difficult,’ he said, ‘to 
justify the Bally Bridge scheme on' strictly financial grounds. 
But it was considered that there were sufficient argurnemts on 
broad grounds alone to justify the project. These were, briefly, 
that any bridge built in the future might put out of use the 
works then constructed, and that in spite of a not encouraging 
trade, traffic was bound to increase in the future ; that there 
was the danger of having the whole of the Fast Indian Rail- 
way’s communications with the docks and Calcutta dependent 
on a single line of communication ovei* a weak bridge and 
consecpiently the advisability of having an alternative route ; 
that there were possibilities of improving the suburban passenger 
services at Calcutta and bringing the ])roposed electrification 
of the East Indian and Eastern Bengal Railways into one 
scheme ; that it was desirable to bring about a comprehensive 
improvement in the terminal facilities at Calcutta ; and finally, 
that there was the important problem of speeding up the coal 
traffic at the docks. The necessity of starting the construction 
of the bridge at Bally, which would inevitably take years to 
complete, was emphasized by the advisability of forestalling 
traffic , improvement in a few years’ time, and the action of 
the Calcutta Port Trust in improving the dock capacity was 
quoted. The general abstract of the estimated costs presented 
by the Financial (Commissioner, Railways, stated that the total 

Proceedings of the Standing Finance Committee for Paihvays, Vol. TT, No. 3, 

p. 24, 
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expenditiH-e on the entire project would amonnt to Rs. 179*90 
lakhs, or Rs. 17*93 lakhs per mile of the railway. It must 
be mentioned here that the question of financial justification 
of the calculations of the return on capital was not dealt 
with in the memorandum on the pT’oject placed before the 
Standing Finance Committee for Railways. That committee 
accorded their approval on 5 December 1925, but the Railway 
Board had already made the necessaiy arrangements for the 
acquisition of land, etc., some five months earlier. 

The entire project was completed by 1931 and the actual 
cost came up to Rs. 320 lakhs. For years it appeared a work 
of doubtful utility. The anticipated inciuase in traffic did 
not materialize, and even the actual volume of traffic handled 
dwindled, while the (‘ost of construction was almost doubled. 
The prospect of earning the return on the capital invested 
appears to be rather remote. 

Reference may be made here to the construction of another 
group of railways carried out on terms of guarantee against 
loss from the provincial governments. One would have 
expected that here at least the financial interests of the railways 
would have been protected. But defective estimating of costs 
led to the fixing of guarantees wliich were inadequate to avoid 
losses on certain projects. The case of the Kangra Valley 
Railway in which a guarantee was obtained from the Punjab 
Government has already been mentioned. Another instance 
where the Railway Board made a poor bargain as a result 
of incorrect estimates was the construction of the Shoranur- 
Nilambur Railway in the Malabar District by the South Indian 
Railway. The guarantee in this case was subsequently admitted 
to have been fixed on a more or less rough and ready basis : 
‘From the rough estimate of traffic receipts and working ex- 
penditure, it was considered that the line would yield unassisted 
4 per cent, and the Madras Government was, therefore, expected 
to pay an additional 2 per cent to make the return of 6 per cent. 
The actual guarantee was based upon a total of Rs. 69|- lakhs. 

Public Accounts Committee Report 1927-8, Vol, I, pp. 252-3. 
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Tlie rovivsod estimates of tli(^ costs of construction came 
up to Rs. 87 lakhs. The maximum guarantee was fixed at 
Rs. 1,39,000 on tlie basis of the original estimates of Rs. 69 1 
lakhs. This lias resulted in a loss to the railway until traffic 
develops to the ]ioint where the return would amount to 
6 per (^ent. 


FINANCIAL EFFECT OF OPEN LINE WORKS 

We *may now proceed I to consider the open line works. 
Idle Railway Retrenchment Sub-committee, after a review of 
the character of the exiienditure on the projects coni])rised 
under this head, observed : 

‘We j)ut it to the Chief Commissioner of Railways that unlimited funds 
were jji'obably responsible to a certain extent for some slackness in sanc- 
tioning the estimates. Mr. (now 8ir) Guthrie Russell thought that “slack- 
ness” was too harsh a term to use, but he admitted that the fact that 
money was easily available had something to do with their taking up schemes 
rapidly. They had taken an optimistic view, but their policy v as to develop 
the country rapidly, and he thought that this policy would pay sooner or 
later.... We asked the Railway Board whether, in the case of expendi- 
ture incurred on open line works, they had, aft(‘r completion of these works, 
any means of vcTifying if they had yielded approximately the return which 
was anticipated at the time when these works were sanctioned. We were 
informed in reply that, if the committee meant by return a financial per- 
centage dividend on the capital investment on open liiu' woiks, the Rail- 
way Board had little means readily at hand to verify whether' such return 
has been achieved. This caused us no little surprise, for we had thought 
tbat it would be the task of the management of a business concra-n to (ursure 
that means wauT r('adily at hand to see that the actual results of any large 
scheme undertaken by them were not far out. This is part of the duty of 
any pi'udent management, which Iras an eye on the financial side of the 
business. It is incomprehensible to us how* it can ha])pen that, wIk'ii the 
Railway Board have data to calculate the return before they spend the 
money and when they can produce facts and figures to induce the Standing 
Finance Committee for Railways to sanction a work on the understanding 
that it will definitely yield an adequate return, they are not abh' to have 
the data to verify their estimates afterwards. The Chief Commissionei' 
of Railways agreed that in normal times they ought to be able to verify 
their anticipations but he pointed out that at present with such a serious 


12— 1514B 
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drop in traffic it would be difficult to draw any conclusions. Moreover, 
theii- open line works were all connected with each other. Remodelling 
of yards, relaying of permanent way, rebuilding of bridges and equipping 
the railways with heavier loeomotives to deal with heavy traffic had to 
be correlated, and the advantages of any one of these could not be obtained 
without incurring expenditure on all of them. There are also, we are told, 
many other disturbing factors which make it difficult to compare the actual 
results with anticipations, but we have no doubt that it ought to be possible 
to make allow'ance for these' disturbing factors and attemi)t to isolate the 
results of the particular expenditure. In order that the Assembly and the 
Standing Finance Committee can place confidence in estimates framed 
by the Railway Board, they sliould be able to verify whether the yield they 
expected has been achieved. We urge, therefore, that, the Railway Board 
should at once take steps to have all data necessary for the purpose main- 
tained, and to impress on railway administrations before sanction is accorded 
to any proposal that tlu'y would be held accountable for juoving that a 
return not far from that which was anticipated had been achieved. . . .There 
should be automatic machinery to obtain this result. 

The multiplicity and heterogeneity of the classes of works 
undertaken under the head of 0])en line expenditure, and the 
interlocking of connected schemes with such items as the 
permanent way, marshalling yards and strengthening of 
bridges, render them less amenable to analysis. But on general 
grounds, they are 0])en to the same criticisms wliich were 
advanced earlier against the new construction projects. The 
probability of ill-advised expenditure on open lines is greater. 
The bigger and more expensive station buildings may appeal 
to civic vanity, but their contribution to earning capacity 
may be doubtful. A considerable portion of the expenditure 
incurred was more in the class of unproductive eitibcllishments 
than of improving the service. The fact that funds were freely 
available, as stated by the Chief Commissioner to the Retrench- 
ment Sub-committee, and could be had for the mere asking, 
as it were, must have led to fancy as well as necessary and 
useful schemes being proposed, accepted, financed and carried 
out. The facility with which the railways copld embark on 
very large expenditures without even scrutinizing their full 

Ttailway Retremhm>ent Suh-Com,mitlP,e Report, paras 122-3, pp. 43-4, 
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implications is readily illustrated. Take, for instance, the 
case of the automatic couplers for which over one crore of 
rupees was proposed and of which Rs. 70 lakhs were allotted 
for expenditure during 1925-6. When the proposal was first 
brought up, it was resolutely opposed by the non-official 
members of the Assembly, and a ^notion for reduction was 
defeated at the instance of Government, wliich insisted that 
this pT*o vision was absolutely necessary. The entire provision 
lapsed towards the close of 1925-6. It was later admitted that 
the provision was made before the Railway Board had really 
arrived at a decision on the ty[)e of automatic couplers to be 
used and the kind of transition device to be employed. 

Another instance of the same type is afforded by the 
proposal for a drainage canal on the Kadii Lake on the Burma 


Tho following oxtracls from tho ])ro(“<' 0 ( lings of fho Publu; Accounts (Jominittoo 
throw furtiior light on this quostioii : 

Air, Joshi : ‘Have you given up tho idea of automatic couplers?’ 

Air. Parsons : ‘They are still examining what types of automatic coupler should 
be adopted and also about tlaur cos*. There is no doubt tho cost will considerably 
increase over and above what we expected at tho beginning.’ 

^ % 

Chair man : Tt is really a general (juostion. Provision is made for automatic cou])lors 
entailing c.ousiderablo expenditure this year and in tho end nothing has boon spent. 
What is your justification for including the sum of Hs. 70 lakhs for this expenditures 
in tho original estimates ?’ 

Air. Parsons : dh^aiuse at the time they <‘xpoctod to S 2 :>end it and subsequently they 
found diihieultios in deeidmg on tlio ty})e of automatic couplers that are to bo used.’ 

Chairman : \Surely, at the time when tho Rs. 70 lakhs was iusiu'ted you had reached 
a stage wlien you had decided on tlio particular kind of automatic coupler to be 
used V 

Mr. Hay man (Director of Finance) : ‘Yes, that is so. d’ho technical side informed 
Mr. 8im that they would bo able to decide within the year upon a j^iarticular class 
of automatic coupler, but there were difficulties about getting a suitable transition 
device. Tliey hofiod that tlioy wouhl bo able to incur the ox^^ienditure in the course 
of tho year. When this transition device question was being discussed, other ques- 
tions arose. Naturally we are investigating the whole question. We want to 
ailopt tho most suitable form of coiqiler ; one which would bo most economical.’ 

Chairman : ‘It really comes to this, that jiro vision was made for a particular ex- 
jiendituro belbre you had really arrived at a decision as to tho jiarticular kind of 
automatic coupler to be used.’ 

Air. Hayman : ‘I would .say, that this was partly so.’ 

* * ♦ 

Air. II. C. Cocke- : ‘My recollection was that it was jiiit as a tentative provision.’ 

Air. Hamjaswami Iyengar : ‘My rec.ollection is to the contrary. My recollection 
is they said, “This is the first instalment. If this provision is fimsheil, wo will have 
to buy automatit* couplers right through in all the railways which could entail much 
larger expenditure. We are going to spend this sum this year and m subsequent 
years wo will come for larger exjienditure.” Is it not rather strange to embark 
on a scheme like that without jiroper investigation or scrutiny and without any 
sort ol‘ check ?’ 

Air. Parsons : ‘I’here was a very careful chock and scrutiny on tho technical side.’ 

Chairman : ‘I think we are entitled to make some comments because tho technical 
officers wore allowed to swell tho budget by putting in this provision in the budget.’ 
Public Accounts Committee Report 1925-6, Vol. II, pp. 303-5. 
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Railways. Owing to heavy rains in 1928, the lake had increased 
from about 3 square miles to 70 square miles, and the water 
level had risen about 8 inches abov'^e rail level, which neces- 
sitated a suspension of all traffic. It was proposed to lower 
the level by cutting a spillway from the south end of the lake 
and allow the water to escape on the lower ground north of 
the Alor Branch to another lake connected with the Irrawaddy 
River. In February 1928, the Oovernment of India sanctioned 
an estimate ol Bs. 9*82 lakhs for the work, and again in Novem- 
ber 1928 a revised estimate of Hs. 15 lakhs chargealffc to 
capital. Similarly, two major works, the Lower Sone Bridge, 
estimated at Rs. 35 lakhs, and the Jumna regirdering, 
estimated at Rs. 32 lakhs, weic sanctioned in 1926-7 on the 
basis of abstract estimates alone. No detailed estimates were 
either prepared or sanctioned. When this was brought to 
light, the chief engineer reported that the first scheme was 
practically completed and that the detailed estimates were 
under preparation ; and as regards the other, that the work 
had been finislied and no purpose would be served by the 
preparation of detailed estimates ! These instances taken at 
random from the post-se])aration program of open lino works 
indicate that financial considerations were not given adequate 
attention in the adoption and execution of the capital 
schemes. 


PRODUCTIVITY OF RAILWAY INVESTMENT 

It is not easy to test the productivity of all the capital 
expended on open line works. Tlie instances already 
mentioned of the policies that inspired capital expenditure 
indicate that there has been a large element of over-estimation, 
excessive exjienditure on projects of doubtful immediate 
financial return, and consequent lowering in the return on 
railway capital. The Wedgwood Committee, commenting in 
1937 on the effects of cajntal ex])en(liture on o])en line works, 
stated : 

‘We cannot help feeling that, in the past fifteen years, stations, work- 
shops and marshalling yards have often been built to be the last word in 
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luilway teuhniqiio latlier than on a careful calculation of probable re^ 
quireineiits, and that prestige has perhaps counted for more than prudence. 
It is the worst feature of such ovrergrown schemes that they continue to 
burden the railways with excessive costs of maintenance and operation 
quite apart from the excessive interest charge involved.’^^ 

We may coiieludo the present survey of the capital pro- 
gram since the separation with a brief examination of its effects 
on railway finance as a whole. The immediate effect of 
the additions to capital was tlie inflation of fixed charges, 
particularly on account of interest. The trend as regards 
interest charges during 1924-32 will he clcai* from the figures 
in the following table : 


TABLE 15. 


vSJ^AUEMENT OF CAPITAL AT CHABGE AND INTEKEST 


CHAilGES * 

(Rs. in crorts) 

Percentage Percentage of Mean yield of 


Year 

Capital 

Interest 

to eapital 

net revenue 

% securities 




to capital 


Rs. 

Rs. 




1920-1 

585 

' 19*88 

3*4 

4*5 

6*3 

1924-5 

643 

23*90 

3*7 

5*8 

5*4 

1925-6 

663 

24*81 

3*7 

5*1 

5*0 

1926-7 

600 

25*87 

3*8 

4*8 

4*6 

1927-8 

722 

27*27 

3*8 

5*3 

4*6 

1928-9 

747 

29*33 

3*9 

5*0 

4*8 

1929-30 

778 

30*46 

3*9 

4*4 

5*2 

1930-1 

791 

33*72 

4*2 

3*5 

5*4 

1931-2 

798 

33*07 

4 1 

3*0 

6*2 


* PiguroH for capital, intero.st and ])ercciitago for net rc-voiines for l!)24-32 taken from 
Explanatory Memorandum to Railway Budget 11)30-7. 

It will be observed that interest charges had gone u]) at 
the end of 1931-2 by about 40 per cent, whereas the capital 

Report of the Indian Railway Encpiiry Committee, hereinafter referred to as the 
Wedgwood Committee Report, para 7 1, p. 43. 

The ealoiilation of intero.st on tljo capital at c*hargc of the Indian Railways is by 
a special procedure. The capital required by the railways is provided by Govern- 
ment by borrowings by the Government of India and the Secretary of State. The public 
debt on this account consists of the ‘Specific’ Debt amounting approximately to one- 
sixth of the total. On this interest is fixeel at the rate at which the loans were raised. 
As regards the balance, amounting to about five-sixths of the total railway capital, it 
forms part of the ‘Non-specific’ D<‘bt of the Government of India. On this interest 
is worked out not on the actual <-ost of liorrowing but at the average rate for the year on 
the mean non-specific, debt of India. The average itself is sjilit up into two, a certain 
I’ate for the expenditure incurred uji to ll)l(}-7, and a different rate on the capital ])rovidod 
subsequent to that year, 'flms during the period covered by the present survey, 1024-32, 
tho interest on the expenditure up to the ynar 1010-7 was 3’33 per cent, while that on 
the subsequent expenditure has varied from 5*31 per cent to 5‘70 per cent. Thus the 
interest charges on the capital raised after 101(3-7 are not fixed ; they fluctuate from 
year to year. 
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at charge had increased by only 25 per cent. As will be found 
later, much of the subsequent difficulties of railways to earn 
profits sufficient to cover interest on capital is to be attributed 
to the rapid increase of interest charges. Blrstly, the 
additional capital did not produce a corresponding return. 
Secondly, it may })e noticed that the percentage of not revenue 
to capital gradually came down from 5*8 per cent to 3 per cent 
in 1931-2. Thirdly, the comparative yields from railway 
capital, and from 3| jicr cent securities which are looked 
upon as the barometer of the capital market, show marked 
differences. While the cost of borrowing had gone up con- 
siderably, the rate which the railways were paying on their 
capital was well below the current market rates. The com- 
parison of the percentage of net tralfic receipts to railway 
capital and the mean yield on 3| per cent securities indicates 
that railway earnings were not abnormally or unusually 
large during the immediate post-sei>aration years, and that 
during the last three years of the period under review, 
net receipts remained materially below the market yield on 
capital, the difference amounting to more than half of the 
latter in the last year. 

It may be readily conceded that the expenditure ineurred, 
the improvements effected, and the constructions completed 
have rendered the Indian railways a far more efficient instru- 
ment for transportation than they were a few years ago. But 
the present survey indicates that the achievements have not 
been altogether commensurate with the costs. In fairness 
to the railways, it must also be stated that the jisyehology 
of the prosperous period favoured that policy, and this is 
indicated by the exaggerated terms in which the need for 
improvement was emphasised by the Aiiworth and other 
committees, and the funds granted by the Legislature. The 

'riio Wedgwood Coiuiuitfceo observod : AVe reeogiiizfi that eirciunstaJU'es in tlie 
post-war d('<'a<lo eiieou raged optiniistje expeetations whieli have not so far boon realized. 
Wo reeoginzo also that a good deal of the capital expenditure ineurred was at the 
instance of and under pressure from Goverimient authorities. There roiuains. how- 
ever, a considerable residue of expenditure which, in our opinion, must bo attributed 
to a deficient sense of proportion on the part of the railways themselves.’ Wedgwood 
Cormnittee Report, para 74, p. 43. 
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post-war boom created an atmosphere of optimism wliich 
did not brook the idea that pros])erity might bo short-lived. 
Capital expenditure was accordingly incurred, to (|uote the 
Wedgwood Committee, on ‘too layish a scale.’ Many of 
the open line and construction ])rojects were over-capitalized, 
and in some cases were even unnecessary. But their title 
to financial justification was never afforded an oppoi’tunity 
of being ])rovod, for the depression started within a year or 
two of the completion of tlu*! schemes, ff experkmce arises 
from making mistakes, the Indian railways have compassed a 
rich legacy of it for many years to (*omc ; and if the value of 
experience is to make one more carefid, the rec'ord of the post- 
separation years dc^cidedly had the effect of making railways 
more (cautious in their estimates, mor(^ cir*cumsp(a‘t al)Out 
new schemes, and (certainly more rigorous in their financial 
control. With the l)roadening l)ases of our economic life, 
there can be no doubt that expanding lu'oduction and eon- 
sumptioti may overtake the additional ca])ac‘ity represented by 
much of the physical! assets added through the (aipital programs. 
War-time experience siiua^ 1939 has aliuady shown that the 
additional cxipacity providcul has provcal an assch- of great 
value. 

We have discussed in this chapter the extent and improve- 
ment of the physical assets of idle Indian railways during the 
post-separation years. As transport is essentially a jihysical 
operation, the adequacy and efficiency of railway equip- 
ment have an important bearing on the financial residts of 
working. The final test of the wisdom of capital expenditure, 
the utilization of assets and the policy of prienng transpoT*t 
is afforded by the ability of the railways to earn enough to 
meet the expenses incurred, to pay interest bn cajiital, and 
to leave a balance as profits. To this subject, the financial 
condition of the Indian railways during the post -separation 
years, we now turn our attention, 
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FINANCIAL STATUS OF INDIAN RAILWAYS 

I^inancial .status of Indian railways : The operating ratio, 97. Post-war 
trends of gross (‘arnings and working expenses, 99. Net earning power. 
Patio of net earnings to eapital at charge, 101. Gain to Government, 
10.3. 

Financial status of the Indian railway systems, 106. Operating ratios of 
Class 1 railways, 107. Net earnings, 109. Net gain or loss to State from 
the Stat(‘-owned railways, 111. 

StatGb-owned railways : changes in a(‘counting and new financial concepts, 
113. Trc'iul of o})erating ratio during 1924-37, 11.5. (Jencral survey 

of railway finance after the Separation (Convention. Net receipts and 
Contribution, 1 17. Railway finance during the depression. Retrenchment 
of expenditure, 119. Dec^line in receipts and reduction of expenditure; 

effect on net receipts and the return on capital, 121. Stoppage of the 

contribution and deficits, 122. 

Financial results of the principal State-owned railways : average results of 
pre-depiession and depression periods compared, 124. Differences 

between state-maiiag^'d and company-managed railways, 132. 
Conclusions, 1.34. 

The financial results of State -owned railways during the 
early twenties, it may be recalled, caused a groat deal of 

concern to CJovernment and the public alike. Railways 
had failed to earn profits and threatened to become a liability 
to the taxpayer. The attention of three committees — the 
Acworth, Hailey and Inchcape Committees — was, as already 
mentioned, directed to the unsatisfactory state of rail- 
way finance and their recommendations were designed to 
improve operating results. The measures adopted to give 
effect to the recommendations of these committees culmi- 
nating in the separation of railway finance had for their 
principal object the rehabilitation of the finances of State- 
owned railways. The ' Separation Convention required 
State-owned railways to be operated on commercial principles 
and to pay the State a definite rate of contribution. The 
results of railway working since 1924 have, therefore, to be 
judged in the light of their success in conforming to these 
standards of operation. Before proceeding to discuss the per- 
formance of individual railways during the post-separation 
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}3eriod, it will bo helpful to examine the finaneial position of 
Indian railways, tuiated as a single system. 

THE OPERATING RATIO 

•To obtain a true picture of the finaneial position of 
Indian railways, it is necessary to consider not merely the 
situation in 1924-5 or any particular year in the pre-war or the 
post-war decade, but also the trend over a longer range. It 
will be sufficient for our present purpose to extend our survey 
back to 1900. In an attempt to appraise the financial results 
of railway operation, the ‘operating ratio’ provides a valu- 
able index. The operating ratio expresses the relation between 
the total gross earnings and working expenses. It is com- 
puted by dividing working expenses by gross earnings. 
Working expenses do not, of course, include interest or 
profits. An operating ratio of 100 implies that the expenses 
of providing transportation are equal to the total receipts 
from the patrons of the railway and that nothing is loft for 
the payment of interest on capital invested in the undertaking 
or profits to the entrepreneurs*. The lower ilie operating 
ratio, the more favourable the results for the railway. Every 
railway management consequently endeavours to keep down 
the operating ratio in order to increase ]3rofits. 

The operating ratios of Indian railways treated as a, 
single system for the period 1900 — 1936-7 are shown in 
Table 16. It will be noticed that the ratio during the greater 
part of the first decade, 1900-9, remained below 50 aitd that 
during the last three years it rose to 60 and declined to 56. 
During the next decade, 1910—1919-20, the ratio oscillated 
between 46 and 57 with a tendency rather to go u]) than to 
come down. The developments during 1914-8 on account 
of the war with its restrictions, abnormal movements and 
higher cost of materials, were reflected in the operating ratios 
of these years, despite the counterbalancing effects of arrears 
in maintenance, repairs and replacements, which, if they 
had been carried out, might have increased considerably the 
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TABLF 16. RAILWAY OPERATING RATIOS* 
(All Railways) 

{Rs. in crores) 


Year 

Gross earnings 
Rs. 

Working expenses 
Rs. 

Operating ratio 

1900 

31*54 

15*09 

47*85 

1901 

33*60 

15*72 

46*79 

1902 

33*93 

16*70 

49*24 

1909 

36*01 

17*11 

47*52 

1904 

39*65 

18*78 

47*36 

1905 

41*70 

19*95 

47*85 

1906 

44*14 

22*02 

49*89 

1907 

47*31 

24*32 

51*42 

190S 

44*83 

27 00 

60*24 

1909 

47 06 

26*38 

56*06 

1910 

51*14 

27*16 

53*10 

1911 

55*28 

28*84 

52*17 

1912 

61 65 

30*16 

48*92 

1913 1st Qr. 

16 24 

8*49 

52*28 

1913-4 

63*59 

32*93 

51*79 

1914-5 

60*42 

32*74 

54*19 

1915-6 

64*66 

32*92 

50*91 

1916-7 

70*68 

33*40 

47*26 

1917-8 

77*36 

35*37 

45*72 

1918-9 

86*29 

41*80 

48*45 

1919-20 

89*15 

50*66 

56*81 

1920-1 

91*99 

60*29 

65*54 

1921-2 

92*89 

70*80 

76*22 

1922-3 

105*65 

72*99 

69*09 

1923-4 

- 107*80 

68*45 

63*50 

1924-5 

114*75 

69*37 

60*45 

1925-6 

113*39 

71*09 

62*69 

1926-7 

112*36 

69*70 

62*04 

1927-8 

118*26 

72*60 

61*39 

1928-9 

118*87 

74*62 

62*77 

1929-30 

116*08 

75*49 

65*02 

1930-1 

106*57 

74 23 

69*66 

1931-2 

97*21 

69*09 

71*08 

1932-3 

96*21 

68*90 

71*61 

1933-4 

99*58 

69*54 

69*84 

1934-5 

102-81 

70*60 

68*67 

1935-6 

103*84 

70*94 

68*31 

1936-7 

108*07 

69*93 

64*74 


* Compiled from the Administration and Railway Board's Reports, Vol. II for 
each year. 

working expenses and, therefore, the operating ratio. The 
period was also characterized by a steady growth of earnings 
and a progressive increase of expenditure. But the proportion 
of increase in expenditure was greater than that in earnings. 
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The operating ratio for 1920-1 stood at 65*5. The Railway 
Board stated in its report for 1920-1 : 

‘ Tlio abnormal increase in working expenses of railways ... is a matter of 
very great concern to those who are responsible for the administration. 
It is also a question in whicli the public is very intimately interested, 
since, unless some counteracting method can be devised, the result 
must eventually be reflected in a rise in the cost of transport or, in other 
words, in increased rates and fares.... if railways are to maintain their 
former financial status, the Railways must be prepared either to che(;k 
this tendency by economy or to neutralize it by increased earning capacity.’^ 

Ill the following year, 1921-2, the ratio roso still 
higher, reaching 76 per cent of the gross earnings, the increase 
over the previous year’s proportion having been no less than 
10*7 per cent. ‘Working expenses have risen to an un- 
precedented degree and the earning power of the lines has 
not responded,’ complained the Railway Board.^ The year 
1921-2 proved to be a deficit one. After an attempt to locate 
the permanent and temporary causes, the Railway Board 
hoped that ‘a sensible degree of our present inflated working 
expenses will disappear gradually as the lines are brought 
back to normal conditions.’^ In the following year,' allowing 
for extensive economies and retrenchments, the Inchcape 
Committee fixed the limit of Rs. 64 crores for the working 
expenses. Not only was this figure not maintained, but the 
performance during subsequent years tended more to keep' 
the operating ratio above 60 than to bring it down to the 
pre-war level. 

The financial results of all railways from 1920-1 to 1929-30 
indicate a steady increase in gross revenues. But working 
expenses, which had remained relatively stationary at the 
beginning, gradually increased to Rs. 75*49 crores in 1929-30. 
The operating ratio also records a similar upward movement 
from the year 1927-8 onwards. Although a reduction during 
the decade from a ratio of 76*22 to 65*02 is substantial, it is 
still a long way from the pre-war level of 50. 

^ Railioays in hidia Administration Report 1920-1, Vol. I, pp. 21-2. 

2 Indian Railways Ad)ninistration Report 1921-2, Vol. I, p. 0. 

3 Ibid, p. 21. 
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We may now turn for a moment to the trend, during the 
post-war decade, of gross earnings and working expenses, the 
two variables from which the operating ratio is derived. 
Taking the average of the three years ended 1913-4 as the 
base, the percentage relation of gross earnings and working 
expenses during the post-war decade may be seen from the 
figures given in Table 17. 

TABLE 17. BERITJNTAOES OF UKOSS EAIININUS AND WORKINO EXPENSES 



Corccubagci 

rerooiibagi' 


Pt'rctaitag(‘ 

i’oi-fonbago 

Y oar 

of O.E. 

of W.K. 

W-ar 

of O.E. 

of W.E. 

1911-3/1 

lOO-OO 

100-00 

1929-30 

192-92 

240-38 

1021-2 

154-37 

231-07 

1930-1 

177-11 

242-20 

1922-3 

175-5S 

238-21 

1931-2 

101-50 

225-49 

1923-1 

179-10 

223.10 

1932 3 

159-88 

224-87 

1924-5 

190-71 

22r)'40 

1933 4 

105-50 

220-90 

1925-0 

18S-41 

232-07 

1931-5 

170-87 

230-41 

1920-7 

180-74 

227-48 

1935-0 

172-58 

231-52 

1927-8 

190-51 

230-95 

1930-7 

179-01 

228-23 

1928-9 

197-55 

243-51 





An examination of these perc<aitages indicates that the 
increase in working expenses has been greater throughout. 
In 1921-2 working expenses had increased to 231, while gross 
earnings had gone up to only 154. Railway earnings gradually 
increased to 198 by 1928-9, representing the high-water 
mark of railway revenues. Working expenses, despite the 
retrenchment measures of 1922-3;, fluctuated between 231 
and 237, and rose to 244 and 246 in 1928-9 and 1929-30 res- 
pectively. The percentages clearly prove that working ex- 
penditure had stuck at a higher level, which in 1929-30 stood 
at two and half times the basic figure. It looks like a partner- 
ship between a slow steed and a fast pacer : railway revenues 
failed to keep step with the increase in expenditure. 

During the period of the depression, 1930-7, working 
expenses decreased from 242 to 225 in 1931-2 and remained 
at that level till Mai'ch 1933. There has been a tendency for 
the percentage to rise slightly since that year. The reduction 
reflects the effects of the economy measures pursued during 
the period. Looking at these figures from the point of view 
of the long range trends, the standards of expenditure do not 
appear to have been affected to any appreciable extent even 
during the period of the deficits and economies. Prices coming 
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down during the preceding fifteen years ought to have had 
some effect on expenditure, and the real expenditure must 
have been more than that signified by the percentages. When 
correlated to the price-level, railway expenditure will be seen 
to represent a considerable rise. Earnings on the other hand 
dropped from 193 to 160 in 1932-3, but recovered to 171 in 
1934-5 and to 180 in 1936-7. The figures indicate that working 
exj^enditure maintained a new and higher ratio than was noticed 
during the pre-war j)eriod. 

It should be observed, however, that one cannot be too 
cautious in arriving at conclusions from an examination of 
the operating ratio. It is only at best a rough criterion of the 
•financial success in management. A low percentage i^er se 
appears to denote an efficient and prudently managed adminis- 
tration, whereas a high percentage se indicates expensive 
or wasteful Tuanagement. It is well to bear in mind Eaton’s 
description of the ratio as a convenient and quick summary 
of results ; it merely shows the actual profits without giving 
any idea of the possible profit or the potential earning capacity 
of the system. Being a ratio between two variables, anything 
that affects either of them upsets the comparison.. Final 
conclusions as to the meaning of the operating ratio cannot 
be stated until the effects of changes in freight or passenger 
rates, volume atid character of traffic, rates of wages, working 
conditions, prices of materials, etc., have been ascertained. 
But other things being equal, the operating ratio is an index of 
the effectiveness of operation and the efficiency of management 

NET EARNING POWER 

We may now proceed to another test of railway perfor- 
mance, namely, comparison of the net earning power* ^^t 
earnings constitute the surplus income left after meeting 
working expenses. As the capital invested in Indian railways 
is mostly borrowed, interest charges are a fixed liability which 
has to be mot from out of net earnings. Net earnings, 
therefore, indicate the financial strength of the railways from 
the j)oint of view of the Government of India, and they are 



102 

MNANCIAL STATUS OF INDIAN KAILWAYS 

usually stated as a 

percentage of the total capital outlay. 

The progressive figur 

es of the capital 

at charge, net earnings 

and the ratio of the net earnings to capital are stated in Table 18. 

TABLE 18. RAILWAY NET EARNINGS COMPARED TO 

CAP! TAL-AT-CHARGE* 

(Arr Railways) 

{Rs. in crores) 

Year ( 

Japital-at-eha 

Rb. 

rge Net eariiiiigB 

Rb. 

Ratio of net earnings to 
capital 

1900 

329-53 

1645 

4-99 

1901 

339-17 

17-88 

5-27 

1902 

349-77 

17 22 

4-92 

1903 

341 -11-1- 

18-90 

5‘54 

1904 

352-87 

20-87 

5-91 

1905 

358-52 

21 75 

6-07 

1906 

371-27 

22 11 

5-96 

1907 

391-87 

22-98 

5-86 

1908 

411-92 

17 82 

4-33 . 

1909 

429-83 

20-68 

4-81 

1910 

439-05 

23 99 

5-46 

1911 

45007 

26-44 

5-87 

1912 

465-15 

31-49 

6-77 

1913 1st Qr. 

470-91 

7-75 

1-67 

1913-4 

495-09 

30-66 

6-19 

1914-5 

519-22 

27-68 

5-33 

1915-6 

529-98 

31 74 

5-99 

1916-7 

535-28 

37-28 

6-96 

1917-8 

541-80 

42 00 

7-75 

1918-9 

549-74 

44-49 

8-09 

1919-20 

566 -38 

38-50 

6-80 

1920-1 

626-81 

31-70 

5-06 

1921-2 

647-97 

22-09 

3-41 

1922-3 

697-46 

32 66 

4-68 

1923-4 

717-93 

39-35 

5-48 

1924-5 

733 37 

45 39 

619 

1925-6 

75432 

42 30 

5 61 

1926-7 

788-67 

42 66 

5-41 

1927-8 

822-86 

45-66 

5-55 

1928-9 

831-39 

44 25 

5-32 

1929-30 

856-75 

40-60 

4-74 

1930-1 

869-81 

32 34 

3-72 

1931-2 

876-34 

28-11 

3-21 

1932-3. 

884-91 

27 31 

3-09 

1933-4 

884-41 

30-04 

3-40 

1934-5 ' 

885-47 

32-21 

3-54 

1935-6 

879-57 

32-90 

3-74 

1936-7 

880-13 

38-14 

4*33 

* Ooinpilod 

from Radwaijs 

in India Administration 

Report, Vol. 11, 1905 for 1900-4, 

1909 for 190r>-9 ; 
Board's Reports, 

1914-5 for 1909 -1914-5, 1919-20 for 1915-6—1920-1; the Railway 
Vol. 11, for tile succeeding years. 

t Decroaso duo to revision of capital outlay hitherto adopted for lines purchased by 
State from guaranteed railway companies. 
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During the first decade, starting from 1900, not earnings 
of Indian railways averaged 5*37 per cent. An increase 
was recorded in the succeeding decade ending 1919-20, and 
the net earnings rose to 6*52 per cent. During the four years, 
1920-4, there was a decrease to 4-66 pei* cent, and 
recovery to an average of 5 '47 per cent in the next six 
years till the commencement of the depression. For the fii-st 
quarter of the century, 1900 — 1923-24, barring the effects of the 
compulsory reductions in expenditure during 1914-8 owing 
to the war, railways earned on an average 5*73 per cent 
on capital^ ; and, if we include the next six years, net 
earnings work out for the period, 1900 to 1929-30, at the rate 
of 5*68 per cent on the total capital. 

It is interesting to compare these results with tlie trend 
of net earnings during the seven years of depression which 
followed. Average net earnings amounted to 3'58 per 
cent, representing a declim^ of two-fifthJj as compared with 
that of the first three decades of the present century. 
Including the depression years, the average for the period 
1900 to 1930-7 amounts to 5*28 per cent. The recoi’d seems 
on the whole to indicate a satisfactory performances 

GAIN TO GOVERNMENT 

A third test of the financial stability of Indian railways 
is to be found in the net gain to the ‘Government of India from 
railways. The net gain constitutes the balance of net 
earnings left after meeting interest and other indirect charges, 
and forrns the surplus available to the State from its railway 
investment. After the continued losses imairred by the State 
on railway account in the last century, the tide turned in farour 
of the State in 1900. The surplus to the State in that year 
amounted to only Rs. 11 lakhs, but it gradually increased 
to larger proportions. The gains or losses to the State since 
1905 are shown in Table 19. Starting from 1905 the gain to 
'the State averaged Rs. 2*39 crores a year in the first quin- 


* Only 24 years. 
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qiiennium ended 1909. During the next two quinquennia, 
1910 to 1914-5, and 1915-6 to 1919-20, the net gain increased 
to annual averages of Rs, 5*27 erores and Rs. 11*48 crores 

TABLE 19. DIRECT GAIN OR LOS8 TO THE BTATE FROM 
RAILWAYS* 


Year 

In lakhs of Rs. 

1905 

3,01 

1906 

3,46 

1907 

2,37 

1908 

1,86 

1909 

1,24 

1910 

3,01 

1911 

5,69 

1912 

7,22 

1919-4 

7,19 

1914-5 

3,23 

1915-6 

6,11 

1916-7 

11,22 

1917-8 

14,87 

1918-9 

15,85 

19 Rr -20 

9,34 

1920-1 

5,64 

1921-2 

— 9,27 

1922-3 

1,22 

1923-4 

6,44 

1924-5 

6,78 

1925-6 

5,49 

1926-7 

6,01 

1927-8 

6,28 

1928-9 

5,23 

1929-30 

6,12 

1930-1 

5,74 

1931-2 


1932-3 


1933-4 

, , 

1934-5 


1935-6 


1936-7 

, , 


* The figures from 1905 to 1919-20 are taken from the Railway Finance Committee 
Report, 17 December 1921; the figures from 1920-1 to 1923-4 taken from the 
Boardls Reports. The figures from 1924-5 onwards, taken from tho Railway Board's 
Reports, denote the contributions to tho general revenues fixed in accordance with 
the resolution adopted in connexion with tho separation of tho Railway Budget from the 
General Budget. The contributions do not represent tho net gain ; they are only a part 
of it. 


respectively. The substantial rates of gain had by 1919-20 
become such a regular feature of the finances of the Govern- 
jnent of India that the Financial Relations Committee assumed 
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a contribution from railway revenues to the State every year 
of no less than lls.lO| crores. The collapse of railway earnings 
in 1920-1 led to an increase of rates and fares and the imposition 
of a surcharge to secure the contribution to general revenues. 
In 1921-2 there was, as stated earlier, a deficit of over 
Rs. 9 crores and the position only improved to a small surplus in 
the next two years. The average net gain to the State during 
the four financial years, amounted to Rs. I’Ol crores — about 
one-eleventh of the average net gain during the previous 
quinquennium. 

The gain to the State represents the residual profits after 
meeting the intei^est charges. With the Separation Conven- 
tion, the annual payment to Government by the State -owned 
railways was, as referred to already, fixed on a different 
principle. It was limited to a contribution of one i>Gr cent 
of the capital at charge on the commercial lines plus one-fifth 
of any surplus, the balance being transferred to a reserve 
fund.^ This fact must be ke^it in mind when comparing the 
contribution since 1924 with the payments to the State during 
the preceding years. The contribution to general revenues 
during the first six years following the Separation Convention 
— a period often referred to as one of great railway jirosperity-— 
amounted to an avetage of Rs. 5*99 crores. The balance, 
averaging Rs. 2*79 crores a year was transferred to the reserve 
fund. If we add these two figures wo get a general idea of 
the amount of the net gain to the State which might have 
accrued but for the convention. On this computation, wo 
get an average surplus of Rs. 8*78 crores for 1924-30. The 
actual surplus under the pre-separation system of accounting 
would have been greater, since the institution of the deprecia- 
tion fund in 1924 created a new charge on current revenues, 
which was higher than that incurred before on account of 
renewals and replacements. During the period of the de- 
pression, a contribution of Rs. 5*74 crores was paid tor the 
first year, 1930-1, only, and the contribution was suspended 

® Ante, p. 32. 


H~1514B 
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with effect from the following year. Although the contri- 
bution according to the convention is a definite liability on 
future surpluses, the policy of Government appeared to treat 
it as if it did not exist. The average rate of gain spreading 
the contribution of 1930-1 over the seven years 1930-7, amounted 
to a little over four-fifths of a crore. 

It should be stated here that the general survey attempted 
in the preceding paragraphs deals only with major trends. 
It needs, particularly during the post-separation period, to 
be qualified in the light of certain considerations to be taken 
up later. But the conclusions which emerge from the review 
of the financial results of Indian railways from the beginning 
of the present century, and which are not affected by other 
facts, may be summed up as follows : 

(1) gross earnings of Indian railways have increased at a 
progressive rate ; 

(2) working expenses have increased more in proportion 
than earnings ; 

(3) gross receipts on the whole have been sufficient to meet 
all charges ; and, 

(4) besides meeting interest charges, net earnings have left 
a substantial surplus as gain to the State. 

FINANCIAL STATUS OF INDIAN RAILWAY SYSTEMS 

In the brief survey just concluded, Indian railways were 
treated as a single system, and the financial results were ex- 
pressed in totals, including all railways. One can hardly 
expect the ]3erformance of each railway to conform 
strictly to the average figures stated for all the systems. 
Railways which serve economically under-developed areas 
must, in the nature of things, be financially weaker than 
those running through more prosperous regions. It is, therefore, 
necessary to appraise the financial position of individual 
systems. Before proceeding to a detailed examination of 
State-owned railways after the separation of railway finance, 
a general review of the financial record of these systems 
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since 1900 may supply a useful background. For this purpose 
the principal Class T railways — owned by the State — and their 
predecessors prior to 1922 are examined. The railways have 
been arranged into two groups, state-managed and company- 
managed, for facility in comparing the financial record of those 
lines which since 1924 have passed from company to state 
management. The financial results of each railway are examined 
in the light of the three tests applied in the preceding para- 
graphs, namely, operating ratio, net cai'iiings and gain to 
the State. 


The operating ratio 

The operating ratios of the principal Class T railways ® 
exhibit a great diversity in operating results. The A.B. recorded 
a ratio up to 99, while the B.&N.W. -except during 1936-7 — 
never exceeded 50. There are similar differences from rail- 
way to railway and from year to year. As it is difficult to 
gras^) the significance of the annual figures for all the lines 
for a period exceeding thirty-five years, wo may examine the 
quinquennial averages. The quinquennial averages for each 
railway, given in Table 20, indicate the trends of the operating 
ratios during 1900 to 1935. 

Among the company-managed railways, the A.B. during 
‘the first quinquennium had an operating ratio of 85. This 
increased to 93 in the next period. During the next fifteen 
years, it varied from 76 to 78. It was only during 1925-30 
that the ratio came down to 56. The B.&N.W. has, through- 
out this ])eriod, moved within a range of only 7 per cent from 
40 to 46. The B.N. during the first twenty years deviated 
by only 1 per cent from the initial average of 50 ; but during 
the last fifteen years, the operating ratio increased to 66 and 
again to 76. The B.B.&C.T. recorded a similar increase during 
the post-war decade. In 1930-5 the ratio decreased from 

® The statistics ciuoted in this section refer only to the main lines and do not include 
the lines worked by them, and comprised in each system. The statistics of the J3. & N.W,, 
a company railway not owned by the State are quoted to provide a contrast to tho other 
two groups. The Tirhoot Railway, for which figures are given separately was, as 
mentioned earlier. State-owned but managed by the 13.&N.W. 
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63 to 60 on the broad gauge and from 59 ifo 58 on the 
metre gauge. Both the M.&S.M. and S.I. indicate fairly 
stable averages which have throughout the period moved 
between 46 and 58, except during 1920-5 when there was an 
increase on these two lines to 62-3. 


TABLE 20. QUINQUENNIAL AVERAGES OF OPERATING RATIOS * 
(Glass 1 Railways) 


Railways 1900-4 

Stale -)ncumgc<l : 

1905-9 

1910 to 
1914-5 

1915-0 

to 

1919-20 

1920-1 

to 

1924-5 

Avorag(i 

1900-25 

1925-0 

to 

1929-30 

1930-1 

to 

1934-5 

Burma 

5S 

02 

5‘) 

50 

03 

58 

59 

70 

E.B. 

50 

(d 

m 

(iO 

70 

01 

08 

83 

U.T. 

35 

40 

39 

38 

00 

42 

01 

05 

O.&R. 

50 

()3 

50 

40 

09 

50 



G.T.P. 

50 

54 

58 

50 

75 

59 

09 

75 

N.W. 

Compaa ^pmanaiied 

52 

01 

00 

53 

80 

01 

73 

81 

A.B. ^ 

’ 85 

93 

70 

78 

77 . 

82 

50 

70 

B.&N.W. 

41 

45 

40 

42 

45 

43 

41 

40 

Tirhoot 


44 

39 

41 

40 

43 

40 

40 

B.N. 

50 

51 

49 

50 

00 

53 

08 

70 

B.B.&C.I.(B.G.) 

48 

47 

50 

40 

08 

52 

03 

00 

„ (M.G.) 


54 

51 

48 

04 

51 

59 

58 

M.&S.M. 



50 

50 

02 

50 

54 

57 

S.I. 

40 

52 

54 

48 

03 

52 

58 

58 

N.G.S. 

47 

43 

51 

‘ 54 

45 

48 

42 

55 


* Note . — Tho quiiKiuonnial averages have l)eeii eoniputed lor the main system only, 
and exclude tho figures of the worked lines. Tlie statistics are taken from the HiMory of 
Indian Ra^lwaya, published by the Railway Board. It- should be observed that the 
stati&tics relate to the (udondar year for 1900-1912, and to tlie linaucial year tliereaftor. 
The averages for tho Tirhoot and B.B.&(M.(M.G.) are worked out on the basis of 20 years; 
and tho average for tlie M.c'tS.M, of 15 years only. Idic E.I. includes since 1 July, 1925 
the figures of the O.&R. The Burma became state-managed on 1 January 1929. 

Turning to the state-managed railways, the Burma had 
an average which till 1930 varied between 50 and 63. But 
in the last period there was an increase to 76. The E.B. 
from an initial ratio of 50 during 1900-4, exceeded 60 in the 
second period, remaining at that level till 1920. During the 
next fifteen years there was a steep rise to 83. The E.I., the 
most important of all the lines in point of earnings, recorded 
a ratio of 35 in the first quinquennium and remained at or 
below 40 till 1920. The last three quinquennia witnessed 
a considerable increase by more than. 50 per cent, and the 
average touched 65 in 1930-5. The figures of the O.&R., 
which was amalgamated with the E.T. in 1925 after State 
acquisition of the latter, are important as indicating that the 
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subsequent rise of the ratio on the combined E.I. system is 
not to be attributed to the merger alone. This is clear from 
the fact that during the years 1920-5, the E.I. had an operating 
ratio of 60 independently of the 69 of the O.&R. The G.I.P., 
which was company-managed till July 1925, remained well 
below 60 in the first four quinquennia and increased to 75 
during 1930-5. The N.W.^ which had approximately the same 
record as the weaker lines till 1920, averaged 80 during 1920-5, 
and after a decrease to 73, rose again to. more than 80 in the 
last period. 

Taking the performance of each railway since 1900, the 
highest operating ratio averaged for the whole period is that 
of the A.B. Next in order are the N.W., E.B. and 
G.I.P. Only two railways; the B.&N.W. and E.I., had 
ratios well below 50. All the other systems had operating 
ratios ranging from 50 to 60. It will be seen from the averages 
for 1900-25 that the ratios of almost all the lines had gone 
up duifing 1925-35. The only exceptions were the B.&N.W. 
and Tirhoot, which maintained their lower levels during 
1925-30, and the A.B., which showed an improvement 
over its past record. The comparatively lower operating ratios 
of the B.&N.W., the Tirhoot operated by it, and the N.G.S., 
company-managed till 1930, are in marked contrast to the 
ratios of the other lines. 

, Net earnings 

The trend of net earnings, which, as mentioned earlier, 
may be taken to indicate the profit earning capacity of the 
different railways, may be seen from the percentages of net 
earnings to capital at charge given in Table 21. The 
financially stronger systems in the groups, namely, those which 
had been steadily yielding a rate of net earnings exceeding 
5 per cent during the first quarter of the present century, are 
readily singled out. The B.&N.W., it may be seen, produced 
a high rate of net earnings throughout, and this applies to 
the Tirhoot section as well. The B.B.&C.I. showed an equally 
good record. In fact, the metre gauge section of this railway 
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touched the highest percentage of 11*09 per cent during the 
war period. The M.&S.M. and S.I. came next. The E.I. 
was earning a net income exceeding 8 per cent till 1920, 
and this came down to 5*65 per cent in 1925-30, and to just 
under 4*5 jjer cent in 1930-5. The record of the G.I.P. was 
satisfactory till 1920, but in the last three quinquennia the 
net earnings decreased to 3*77, 4 and 2*5 per cent respectively. 
All the remaining railways, the E.J3. and N.W., state-managed 
throughout, and, in the earlier half of the period, the 
Burma, yielded less, and in certain cases, much less, than 5 
per cent. The lowest has been that presented by the A.B. 
In the first two quinquennia net earnings stood between 
0*3 and 0*24 per cent, and in the next the percentage increased 
to 1*5. There has since been an improvement to 3*9 and 2*2 
per cent respectively in the last two periods. The average 
for the first quarter of the century works out to 0*8 per cent. 


TABLE 21. QUINQUENNIAL AVEBAOES OP PERCENTAGE NET RETURN 

ON CAPITAL * 

(Class X Railways) 


Railways 1900-4 

State-managed : 

1905-9 

1910 to 
1914-5 

1915-6 

to 

1919-20 

1920-1 

to 

1924-5 

Avcj’age 

of 

1900-25 

1925-6 

to 

1929-30 

1930-1 

to 

1934-5 

Burma 

4-83 

4*38 

4*93 

6*22 

G-67 

5*31 

7*28 

2*56 

E.B. 

0*25 

4*53 

4-42 

4-16 

2-99 

4-47 

4*82 

1*78 

E.I. 

9-73 

8-42 

9T1 

10T3 

6*46 

8-77 

5*65 

4*42 

O.&R. 

4*89 

3-72 

5-38 

7T2 

4T6 

5-05 



G.I.P. 

7*28 

6-74 

5-96 

6-72 

3-77 

6*09 

4*09 

2*53 

N.W. 

ComjJ(iny-7nan aged 

4-09 

3*97 

4-28 

5*90 

2-90 

4-24 

3-52 

1*94 

A.B. 

*0-30 

0-24 

1-00 

100 

1*50 

0-81 

3*93 

2*22 

B.&N.W. 

5-90 

5-70 

6.80 

7-80 

9*60 

7*18 

10*42 

7*45 

Tirhoot 

504 

5-53 

6-95 

7-16 

8*02 

0-54 

10*57 

7*74 

B.N. 

3-30 

4-41 

5T3 

6-57 

4*39 

4*77 

4*05 

2*44 

B.B.&C.I.(B.G.) 

7-06 

8'36 

7*79 

9-64 

5-29 

7-63 

4*87 

4*64 

„ (M.G.) 


7-07 

8'50 

11 09 

9-18 

8-96 

10*07 

8*55 

M.&S.M. 



4-83 

7-53 

5-83 

6*06 

7*75 

5*71 

S.I. 

7-29 

()-99 

6-85 

9‘56 

7-61 

7-66 

7*94 

5*14 

N.G.S. 

5-14 

()T3 

6-04 5-87 8-75 

* See Note to^Table 20. 

6-39 

8*84 

6*57 


The figures quoted above not only disclose the trend of 
financial results, but ^ offei* certain other indications as 
well. The increase of net earnings attributable to larger 
receipts, the enforced curtailment of expenditure on repairs 
and maintenance, etc., during and immediately after the war, 
is borne out by the averages for the quinquennium on all 
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railways. Tho only exception to this was the A.B. Secondly, 
the ideas held about the extent of prosperity enjoyed during 
1925-30 do not seem to be justified, particularly on the state- 
managed railways. The A.B., B.&N.W., M.&S.M. and Burma 
show increases during tho period. But the B.N., B.B.&O.I. 
and S.I. had certainly enjoyed equally and even higher levels 
of net earnings in tho earlier quinquennia. The position on 
the E.B., E.I., G.I.P. and N.W. seems to have worsened 
materially during the post-war decade. It is significant that 
the general decrease ’ during 1930-5 was greater on state- 
managed than company- managed lines. 

Net gain or loss to State 

The final test of gain or loss to the State on the working of 
its own railways discloses profitable investment on certain 
systems throughout the period under review. The quin- 
quennial averages of gain or loss to tho State, given in Table 
22, indicate that the B.B.&C.T., S.I. and E.l. represent 


TABLE 22, QUINQUnNNTAL AV3UIAGES OF CAIN OR l.OSS 'VO S^PATE * 

(Class i Railways) 

{In htkh.s of ruprc,<i) 


Railways 1000-4 

1005-0 

1910 to 
1014-5 

1915-6 

to 

1019-20 

1920-1 

to 

1924-5 

Average 

of 

1900-25 

1925-6 

to 

1020-30 

1930-1 

to 

1934-5 

State-managed : 

Burma 7 

11 

17 

32 

42 

oo 

62 

-- 59 

E.B. 21 

0 

10 

10 

~ 30 

f) 

46 

— 75 

E.l. 1,56 

1,40 

2,21 

3,32 

2, 12 

2,12 

2,51 

21 

O.&R. 1 

— 13 

23 

64 

^10 

17 


, , 

G.I.P. 24 

— 30 

— 4 

86 

— 23 

11 

Vo 

— 1,52 

N.W. - 29 

— 15 

31 

1,64 

—1,01 

0 

— 49 

—3,35 

Company -managed : 

A.B. — 35 

— 30 

— 32 

38 

— 37 

— 36 

4 

— 41 

B.N. — 5 

20 

50 

1,02 

10 

35 

— 31 

—1,63 

B.B.&C.I.(B.G.)— 3 

29 

50 

1,10 

60 

51 

58 

37 

„ (M.G.) .. 

63 

73 

1,33 

1,08 

04 

1,34 

1,05 

M.&S.M. 


— 37 

26 

23 

4 

1,07 

30 

S.I. 15 

’ 29 

54 

1,08 

88 

59 

1,10 

41 


* See Note to Table 20. 


this group. On certain other lines, such as tho Burma, 
,and M.&S.M., the profits were on the whole greater than 
the losses. The B.N., which was a paying line till 1925, became 
a liability thereafter. The G.I.P. and N.W. brought losses to 
the State except for two quinquennia. 



112 


FINANCIAL STATUS OF INDIAN RAILWAYS 


If we exclude tlie depression period, the position may be 
stated thus : the losses on the G.I.P. varied from Rs. 4 lakhs 
to Rs. 30 lakhs. The heaviest loss to Government is found 
on the N.W. on which an annual loss of Rs. 104 lakhs had to 
be met during 1920-5 and Rs. 49 lakhs during 1925-30. This 
is largely because of the strategic section which forms part 
of the N.W. But for unrelieved deficit, the A.B. holds the 
record. During the first quarter of the century till 31 March 
1925, the A.B. was subsidized by the taxpayer to the extent 
of Rs. 36 lakhs a year. There can bo no doubt that the main- 
stay of railway finance during the period under review was 
the financial stability of the B.N., B.B.&C.I., E.I. and S.L 
Railways. The surplus revenues of these lines have been 
indirectly financing the deficits of the other railway systems. 

Taking the average gain or loss for 1900-25, it will be noticed 
that all the lines with the exception of the A.B. produced 
a net gain to Govoriiinent. The gain varied from an average 
of Rs. 6 lakhs on the E.B. to Rs. 212 lakhs on the E.I., and 
after meeting the loss on the A.B. there was still a substantial 
amount left for ])ayment to Government. The position im- 
proved during the pre-dejiression quinquennium, and only 
worsened after 1931 on account of the depression. 

The financial results of the individual railways thus confirm 
the conclusion reached earlier : that Indian railways present 
on the whole a satisfactory record over a comparatively long 
period, 1900-30. The foregoing analysis raises several important 
questions. The financial position of certain systems deterio- 
rated during the post-war decade. The lines Required by 
the State for direct operation appear to have been more sus- 
ceptible to losses than those which continued to operate under 
company management. If the causes connected with this 
result are related to the policy of improving service and faci- 
lities and giving the public better value for their money 
there is no cause for complaint. The loss in the direct 
gain to the State is in that case counterbalanced by increased 
comfort for passengers, lower fares and freight rates, and better 
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service all round. If, on the other hand, they are connected 
with the policy of state management, the public need to bo ins- 
triu ted about it, and proper correctives applied. The answers 
to tbese questions must await a closer study of the finances 
and operation of the State-owned railways. The exa- 
mination of the former is undertaken in the following pages, 
llie latter is dealt with in the succeeding chapters. 

THE FINANCIAL STATUS OF STATE-OWNED RAILWAYS 
UNDER THE CONVENTION 

The general trends of Indian railway finance were indicated 
in the jireceding pages as disclosed by the financial results of 
working during the first thirty-live years of the present century. 
The financial record of the post-separation period ended 
31 March 1930 was viewed in perspective, that is to say, in the 
light of the tendencies in evidence during the j^revious twenty- 
five years. We may now turn to the financial results of the 
State-owned railways after 1924. The State-owned railways 
represent almost entirely the Olass 1 railways, the only systems 
excluded being the Bengal & North Western, Bohilkund & 
Kumaon, and Nizam’s OuaTanteed State Railways. 

It should be stated here that the statistics of the ])re- 
separation and post-separation periods, though sutliciently 
accurate for the lu’oaTl conclusions readied earlier, are not 
strictly comparable. Certain changes and refinements in rail- 
way accounting and classification introduced after 1924 have 
altered the significance of the terms used. Two new concepts 
were introduced in 1924 as a result of the institution of the 
depreciation fund and the contribution under the terms of 
the Separation Convention. Formerly, under the head ‘pro- 
gram revenue,’ expenditure was incurred for renewals and 
replacement, but this was entirely different from a proper 
depreciation fund established on the bases of estimated lives 
and calculated wear and tear of different units of wasting 
assets. With the institution of the fund, depreciation charges 
automatically became a constant item of railway expenditure 


16— 1514B 
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irrespective of whether expenditure was incurred for replace- 
ment or renewal of assets, whereas formerly only that amount 
was entered in the accounts which was spent during that 
year on renewals or replacements. Thus the depreciation 
charges in 1924-5 amounted to Rs. ]0'35 crores, but in fact 
only Rs. 7*29 crores were spent towards renew^als and replace- 
ments, the balance being left to accumulate in the fund. Under 
the original system, that balance would have formed i)art 
of the surplus, thus increasing the net gain ' to Government. 
The result of the institution of the depreciation fund, 
therefore, has been to increase the fixed charges on the expendi- 
ture side. This principle was not extended to company - 
managed railways, which continued to be worked according 
to their contracts and the older procedure, as it was found 
that it would not be to the advantage of the State. 

The contribution to general revenues has been referred 
to already. The formula apjfiicd to ascertain the contribution 
makes it clear that the entire balance left after meeting i*ail- 
way exijenditure was not to bo appropriated by the State. 
Another result of the Separation Coiivention was that tlie losses 
on the strategic railways were transferred to the State, and 
the procedure adopted was to deduct the losses on these lines 
from the contribution duo according to the formula laid down. 

A radical change was also effected under the head of interest. 
The price of certain railways purchased by Government was 
agreed to be repaid by means of annuities, which naturally 
included elements both of princijial and interest. The whole 
of these annuities had previously been debited to revenue 
under the head ‘interest.’ But with effect from 1924 the 
element of interest was taken as a charge against general 
revenues and not against railway revenues. The result of 
all these changes was to alter the meaning and significance 
of the terms used after the separation. The procedure followed 
after 1924 will be better understood if attention is paid to 
the elements entering into the comj)utation of the net traffic 


’ Chapter VIII itifra. 
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receipts, net revenue, surplus and net surplus. They are 
briefly summarized as follows : 

Net traffic receipts =gross traffic receipts — [operating 

expenses + depreciation + payments 
to the worked lines] 

Net revenue^ net traffic receipts -j- [net miscellaneous 

receipts — miscellaneous charges 
and surplus j notits payable to 
companies] 

Surplus ^net revenue — interest charges 

Net surplus (transferred to reserve fund)=^surplus — contri- 
bution to general revenues. 

It should be understood that these terms arc used in the 
following pages in the sense indicated above. 

The financial condition ot State-owned railways improved 
considerably after the collapse of earnings between 1920 
and 1924. The changes in the accounting procedure render 
the prescmtation of comparable figures difficult. The performance 
of State-owned railways after 1924 will, therefore, have 
to be examined independently by itself from the results of 
working during the f)ost- separation years.® The widely 
divergent characteristics of the pre- depress! on and the depres- 
sion years justify separate treatment of each period. 

TREND OF THE OPERATING RATIO 

The trend of the operating ratio on all State-owned 
railways (commercial and strategic) is indicated in Table 23. 
The total gross traffic receipts, which stood in 1924-5 at Rs. 100 
crores, declined in the next two years to Rs. 99 crores and 
Rs. 98 crores, after which earnings increased to Rs. 103 crores. 
Traffic T’eceipts, which remained at that level till March 1929, 
declined by a croTe during 1929-30. Operating expenditure in 
1924-5 amounted to Rs. 51*65 crores ; it increased to about 
Rs. 53 crores in the following year and remained about that level 

* Tho Htatiistic.s of the eoinpaiiy-inaiiaged lines for purposes of ooiiiparisoii have been 
recast on tho basis of the State railway practice, and this should be kept in mind while 
examining the figures and averages in Table 23. 
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till 1927-8. There was an increase of 7*6 per cent, in the next 
two years over the 1924-5 level from Rs. 53*06 to Rs. 55*59 
crores. These features are reflected in the operating ratios. 

l’AF3LE 23. KINANCTAL RESULTS OF WORKINO THE STAl’E-OWNED 

HALLWAYS* 


(CoMMFmciAL AND StRATDGK! LINES COMBINED EXO, WOEKED llNES) 

{Rs. tn crores) 


Year 

( Irons 
traffic 

Operat- 
ing ex- 

Depi*. 

Operating ratio 

4'otal 
working 
exp ’re. 

Ratio 
of net 

Contri- 

Railway 

reserve 

ecoipts 

penses 

fund 

me. 

exc. 

receipts 

bution 

fund 

1924-5 

Rs. 
100* 13 

Rs. 

51*65 

Rs. 

10*35 

<lepre 

51*6 

•iationf 

61*9 

Rs. 

62*00 

to capital 

c’/ 

/o 

6*0 

Rs. 

6*78 

Rs. 

6*38 

1925-6 

98-94 

52*99 

10*()7 

53*6 

64*3 

63*66 

5*4 

5*49 

3*79 

1926-7 

98-42 

52*89 

10*89 

53*7 

64*8 

63*78 

5*4 

6*01 

1*49 

1927-8 

103-43 

53*06 

11*38 

51*3 

62*3 

64*44 

- 5*5 

6*28 

4*57 

1928-9 

193'73 

54*22 

12*00 

52*3 

()3*8 

66*22 

5*1 

5*23 

2*58 

1929-30 

102*70 

55*59 

12*59 

54*1 

66*4 

68*18 

4*5 

6*12 

-2*08 

Average 101 '22 

53*40 

11*31 

52*8 

63*9 

64*71 

5*3 

5*99 

2*79 

1924.30 

1930-1 

95*10 

54*39 

13*07 

57*2 

70*9 

67*46 

3*5 

5*74 

—10*93 

1931-2 

86*03 

49*31 

13*46 

56*9 

72*5 

62*77 

3*0 

S 

—4*95 

1932-3 

84*43 

49*08 

13*77 

56*7 

73*0 

()2*85 

2*7 

S 


1933-4 

86*63 

49*50 

13*56 

55*8 

71*4 

63*06 

3*0 

s 


1934-5 

90*20 

50*27 

13*72 

54*7 

69*9 

63*99 

3*3 

s 


1935-6 

90*65 

50*87 

13*26 

54*9 

69*5 

<;4*12 

3*4 

s 


1936-7 

95*49 

50*23 

13*17 

51*4 

65*2 

63*38 

4*2 

s 


Average 

89*88 

50*52 

13*43 

55*1 

70*3 

, 63*95 

3*3 




1930-7' 


* Tho ligiuvs are taken from tlie stati;sti<;s given in the Explanctlonj Meinoranduni 
to Railway Budget and Radwuy Board's Report 193 (>-7, Vol. 1. 

f Tho figures of operating expenses are alfeetofl by the inelusion of the 
credits from redoased materials which wore iij) to 1931-2 taken in reduction of^ operat- 
ing expenses, • The procediu’o lias changed since, and for propin- comparison tho ratios 
have been coinpute.l as if tlie same })ro(;edure hiid boon continued. Tho amounts involved 
ate Rs. 119 lakhs m 1932-3 and 1933-1, Rs. 90 lakhs m 1931-5 and Rs. 1 10 lakhs in 1935-(). 
During these years these amounts wore added to receijits, and during 1930-7 tho credits 
were taken in reduction of the depreciation fund. It should also bo noted that working 
expenses were reduced by Rs. 100 lakhs in 1930-1 by a credit from the depreciation fund 
for correction of past accounting adjustments, and in 1924-5 })y Rs. 179 lakhs by certain 
abnormal refunds of expenditure m previous years. See Railway^ Board'’ s Report 1930-7, 
Vol. I, p. 17. 

8. Suspended. 


The operating ratios of State-owned railways are shown 
in two separate columns. The first column, indicated as ex- 
cluding depreciation, presents the ratio of ordinary working 
expenses to gross earnings. In the second column the 
operating ratios are computed taking total working ex- 
penses, which include depreciation. The annual apjiropriation 
on account of depreciation is also given for each year in the 
tablfL 

The operating ratio, excluding depreciation, on all State- 
owned railways stood at 5T6 in 1924-5, and increased to 54 
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during 1925-7. There was a decrease in the next two years, 
duo to increased receipts. In 1929-30 the ratio again reached 54. 
The operating ratio, including depreciation, for 1924-5 
was 62 o.nd showed the same trends as the ratio excluding 
depreciation, recording an increase during 1925-7, a decrease 
during 1927-9, and finally an increase in 1929-30. The average 
ratio for the six years was 52*8 excluding depreciation and 
63*9 including depreciation. 

NET KEOEIFTS AND CONTRIBUTION 

The ratio of net traffu^ receix^ts to capital at charge 
was 6*0 in 1924-5, the highest touched during the post-sejmra- 
tion ]:)eriod. There was a tendency thereafter towards a 
decrease in the average x^^^iuentage of the net traffic receipts 
to capital except for an interruiition in 1927-8 due to additional 
receipts. The gradual decline reflects the eftects of the xiolicy 
of cajiital expenditure and the consequent increase in the 
cax3ital at charge. The net traffic receix^ts drojiped to 5*1 per 
cent first, and then to 4*5 per cent in 1929-30. The average 
for tlie six years ended 31 March 1930 was only 5*3 per cent. 
This average return, it wilh be noticed, was less than the 5*5 
X^er (^ent average net receix^ts which the Indian Retrenchment 
Committee (considered State-owned, railways ought to earn 
on the capital at charge invested by the State. 

The gain to the State, as stated earlier, was stabilized under 
the convention in the form of a contribution to general 
revenues. During the pre- depression 

State were in the aggregate regular and substantial. The 
largest contribution for the entire period was that x^aid in the 
year of sox)aration itself, and amounted to Rs. 6*78 crores. 
In the succeeding year it declined to Rs. 5*49 crores and 
increas(Hl to over P^s. 6 crores in 1926-8. The contribution 
was down by a crore in 1928-9, but it rgse again to more than 
Rs. 6 crores in 1929-30. The average contribution for the 
whole period worked out at the rate of Rs. 5*99 crores a year. 
Although the gain in the shaxie of the contribution to the 
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central exchequer does not appear to be high when compared 
with the standards of return prior to 1920 or the Meston figure 
of E,s. 10'] crores, the surpluses computed on the pre-separa- 
tion practice were by no means lower. Account must be 
taken of the net surpluses transferred to the railway, reserve 
fund, which represents roughly i^he limit set by Government 
itself to its appropriations of the profits from railways. The 
net surpluses transferred to the reserve varied from year to 
year, but the largest credit was in the first year itself, amounting 
to Rs. 6*38 ci'ores. In the next two years, the net surplus 
decreased to one-half and one-quarter of this amount respectively, 
but thanks to the improved revenue position during 1927-9, 
the accretions to the reserve re(‘.overed to Rs. 4*57 crores and 
Rs. 2*58 crores respectively during the two years. The year 
1928-9 was the last one in which the railways had any surplus. 
In 1929-30, net revenue was insufficient to meet the contri- 
bution and the deficiency of Rs. 2*08 crores was mot by draw- 
ing on the fund. Payments into the fund during the five years 
ended 31 March 1929 totalled Rs. 18*81 crores and, averaged 
over the entire pre- depression ])eriod, worked out at the rate 
of Rs. 2*79 crores per annum. 

The performance of State -owned railways during the 
first six years after the separation of railway finance seems 
to have been generally satisfactory. As the principles of 
railway finance were somewhat altered under the convention, 
it may be helj)ful to visualize the position during the period 
had the earlier ]:)ractice prevailed. The railways paid into 
the depreciation fund, .which represented a new element in 
railway accounts. Its. 67*88 crores, of which they spent on 
renewals and rejfiacements of wasted assets Rs. 55*64 crores, 
leaving a balance of Rs. 12*24 crores. Under the older practice, 
the unspent balances in the depreciation fund would have 
been appropriated as part of the gain to the State. If we 
add to this the accumulations in the reserve fund amounting 
at the end of 1929-30 to Rs. 16*73 c-rores, the total surplus 
would have been Rs. 64*88 crores, or an average annual surplus 
of Rs. 10*81 crores during the first six years after the separation. 
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This comes up to the level of the Meston Committee’s estimate 
of the income from railways to the State. The comparison 
serves to indicate that the prosperity of the post-separation 
years was exaggerated and that the surpluses of State- 
owned railways were not much abov(i the level of profits 
earned before 1920. Hie only qualification that may be made 
to this statement is that the existence of the depreciation 
fund may have led to a higher scale of ex})enditure on renewals 
and re]:)lacements than that of earlier years, ^ 

RAILWAY FINANCE DURING THE DEPRESSION 

The impact of the depression was exj)erienced in 1930-1. 
In fact, even in 1929 30 itself, gross earnings had declined 
by over a crore as compared with the ])revious year. But 
Indian railways were not pre])ared for the suddenness with 
which the great depression set in. Introrlucing the budget 
for 1930-1, the Railway Board budgeted for the commercial 
and strategic lines (including worked lines) gross receipts 
amounting to Rs. 107*75 crores. Before the yeai* had advanced, 
it was realized that it was im])ossibie to obtain the estimated 
amount of earnings, and the revised estimates scaled these down 
by almost 12 per cent, namely to Rs. 95 ciures. The actuals 
amounted to Rs. 95*10 crores. In view of such serious deteri- 
oration in receipts, the gravity of the position was recognized 
early in 1931 and this fact is reflected in the budget estimates 
for 1931-2. Introducing the budget in the Assembly in 
February 1931, Sir George Rainy referred to the necessity 
of promoting economy and bringing about a leduction of 
expenditure, and stated : AVe feel that at this juncture our 
primary duty is to stop up the hundreds of loopholes through 
which money is apt to leak ^away in times of 2 )rosperity, and 
we hope that the ► reduction of expenditure will come not from 
half-a-dozen large items but from an immense accumulation 

® This may imply either that the expenditure incurred in previous years was loss than 
necessary or that the post-separation expenditure was more than necessary. The dif- 
ference between what ought to have boon spent and what was spent may indicate tlie 
extent of ‘prosperity’ in the post -separation jioriod. 
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of small items, the aggregate of which may bo very substantial.’^^ 
In the Explanatory Memorandum, the Chief and the Financial 
Commissioners, Railways, instanced certain measures of ec^o- 
nomy which had already reduced the expenditure for 1930-1. 
‘The main dirc(^tions in which economies have been initiated 
during the current year are in repairs and maintenance of 
track services, buildings, residential quarters and station 
machinery ; but care has been taken to see that, while no 
exjienditure should be incurred on non-essentials, the standard 
of maintenance lUKossary to secure the safe passage of trains 
should not be lowered and railway property shoidd not bo 
allowed to deteriorate,’^^ Turning to the budget year, 1931-2, 
the Commissioners of the Railway Board drew attention to 
the additional expenditure on account of increased staff neces- 
sitated by the employment regulations, and the additional 
track of 900 miles to be opened that year. The principal 
measures of economy th(\y proposed were to reduce working 
costs ; to scrutinize the scale of establishment, particularly 
temporary establishment ; to luduce the strength of the 
permanent-way gangs particulaily on the branch lines and 
sidings ; to economise the use of mateu'ials and cut down the 
number of ballast trains ; to decrease, without depreciation 
in the value of the property, the cost of maintaining and re- 
pairing structures and buildings and use cheaper materials. 
Tn fact,’ they added, ‘by lowering the previous standard 
of maintenance where this can be done without prejudice to 
safety or any real harm to the property, we aim at saving over 
a crore in the cost of repairing and maintaining way and works 
compared with the expenditure in 1929-30.’^^ There was 
expected to be a saving of Rs. 70 lakhs also on the repairs and 
maintenance of rolling stock in 1931-2. The Commissioners 
further proposed a less frequent overhaul of wagons and other 
rolling stock, but they did not anticipate much economy from 
staff. 


Railway Budget Speech 1931-2, p. 6. 

Explanatory Memorandum to Railway Budyet 1931-2. p. 5. 
12 Ibid, p. 9. ^ 
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The railwjiys expocted an increase in the gross i*evenues^-‘^ 
during 1931-2 despite these ecoiioiny measures, from Rs. 95 
cTores during 1930-1 to Rs. 101 erores. The actual results 
proved that the estimate exaggerated the earnings by 14 per 
cent and the gross revenues amounted to only Rs. 86*63 erores. 
After the railway and the general budgets were j^assed by 
the (.^Qntral Legislatiux^, the llnancial situation })ecame ex- 
ceedingly gloomy. The (:Jovernment of India set up a Re- 
trenchment Advisory Committee of the Legislature with a 
number of sub-committees to enquire into the possibilities 
of economy in the different departments of Government. 
One of these sub-committees dealt with the finances of 
Indian railways and published their report in October 1931. 
The findings and detailed recommendations will be referred 
to later, but mention may be made here of-the savings proposed, 
amounting to Rs. 7*8 erores per annum, of which no less than 
Rs. 4*8 erores had already been carried out by the Railway 
Board and railway administrations. These savings were 
mainly effected by the abolition of some posts, icduction of 
office staff, economies in office contingencies, publicity (expenses, 
allowances, etc. The largest item was the reduction in the 
cost of repairs and maintenance through partial postponement 
and use of cheaper materials. 

The effects of the depression may t)e read from tlu^ gross 
earnings of railways since 1930-1. Earnings steadily dropped 
during the first two years and in 1932-3 the nadir of railway 
income was touched at the level of Rs. 84*43 erores. Thei*o 
was a slight improvement to Rs. 86*63 and Rs. 90*20 croies 
respectively in the next two years. 'The average for the whole 
period, 1930-7, amounted to only Rs. 89*88 erores as against 
Rs. 101*22 erores for the pre-depression period. Working 
expenses, thanks to the economy measures, wore also reduced 
to an annual average of Rs. 50*52 erores, which represented 
a decrease of over Rs. 3 erores per annum. The decline in 
traffic receipts was greater than the reduction in working 

13 Soo Table 23. 
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expenses, and the oiiorating ratio for all State -owned railways, 
excluding depreciation, increased to 57'2 in 1930-1 and gradually 
dropped to 54-7 in 1934-5 and 514 in 1936-7. The average 
ratio for the whole period was 55-4 as against 52-8 during 
1924-30. Including depreciation, the operating ratio exhibited 
a dift'erent movement ; from 66-4 in 1929-30 it increased to 
70-9 and 72-5 in the first two yeaj-s. In 1931-2 the highest 
point was touched during the eleven years after the separation, 
namely at 73'0. The improvement in earnings was reflected 
in a reduction of the ratio during 1933-5. The average for 
the whole period was 70-3 as compared with 63-9 for the pre- 
depression period. It will be obseiwed that the increase 
denoted by the operating ratios, including depreciation, 
amounted to 6'4, while that shown by the ratios, excluding 
depreciation, was only 2'6. The extent of deterioration shown 
by the former is evidently greater. During the last two years, 
1935-7, the ratio came down to 65’2. 

With such tendencies as regards gross earnings and working 
expenses, it was inevitable that not receipts and the percentage 
of net receipts to capital at charge should record a corres- 
ponding decline. 'fhe ratio of net receipts to capital 
at charge declined from 4-5 per cent in 1929-30 to 3'5 per cent 
in 1930-1. In the next three years it was further reduced 
to about 3 per cent. Only during 1934-5 was there a slight 
improvement, which continued during the succeeding two years 
reaching at the end of March 1937, an average return of 
4'2 per cent. 

The contribution to Government, as shown in Table 23, 
was paid only in the first year, 1930-1. We have already 
observed that the contribution for 1929-30 itself could be 
paid only after withdrawing from the reserve fund Rs. 2-08 
crores. In 1930-1 an amount of Rs. 10'93 crores was with- 
drawn to meet the payment of the contribution. In the 
succeeding year, net receipts proved insufficient to pay even 
the interest charges. The reserve fund had a balance of only 
Rs, 4-95 crores and this was utilized to the full, and to cover 
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the remaining portion of the interest charges, a temporary 
^loan of Rs. 4*25 crores was taken from the depreciation fund. 
From J 932-3 onwards, as the reserve fund was depleted, the 
deficiency of net earnings to meet interest charges was met 
by further withdrawals from the depreciation fund. Some 
idea of the manner in which the railway deficits were covered 
will be clear from the following table : 


TABLE 2L NET REVENUE, INTEREST CHARGES AND DEFICITS OF INDIAN 
STATE-OWNED RAILWAYS DURING 1930-7 





{In crores 

of rupees) 



Year 

Nob 

IiitereHt 

Coiitnbutiori Defleifc 

Rosorvo 

Loans from 


rov'oiiue 

t'hargos 



fund 

(lopr’ii. fund 

1930-1 

27-53 

32-72 

5-74 

5*19 

--10-93 


1931-2 

23-87 

33-07 

5-30 

— 9*20 

— 4-95 

4*25 

1932-3 

22-08 

32-91 

5-23 

10*23 


^10*23 

1933-4 

21-02 

32-58 

5*21 

— 7*90 


7-90 

1934-5 

20-74 

31-80 

5-04 

- 5-00 


5-06 

1935-G 

27-40 

31-39, 

4-99 

— 3*99 


3-99 

1930-7 

32-02 

30*81 

4*91 

1*21 


-- 1-21 


The State, therefore, received only Rs. 5*74 crores during 
the whole period, or an average of Rs. 0’82 croro a year if 
we distribute that amount over the seven years ended 1937. 
But according to the convention, the contributions, which^were 
suspended from 1931-2, constituted a liability to be redeemed 
out of future sur^iluscs. The contributions due but not paid 
amounted to Rs. 30*74 crores at the end of 1936-7. The real 
deficit on the working of the railways was, therefore, very 
much more if we also include the suspended contributions. 
If we take this into account the deficit position was as indicated 
in the following table : 


TABLE 25. 'POTAL DEFICTIS ON STATE-OWNED RAILWAYS 
{In cron’fi of rupees) 


Year 

iiibei-est 

Contribution 

Total 

Net revenue Reserve fund 

Total 

Deficit 

1931-2 

33*07 

5-30 

38-43 

23*87 —4-95 

9-01 

1932-3 

32-91 

5-23 

38-14 

22*08 

15-40 

1933-4 

32-58 

5*21 

37-79 

24*62 

13-17 

1934-5 

31-80 

5-04 

36*84 

‘26*74 

10*10 

1935-0 

31*39 

4-99 

36*38 

27*40 

8-68 

1936-7 

30*81 

4-91 

35*72 

32*02 

3*70 



124 


riNANC'JAJj STATUS OU INDIAN liAlLWAYS 


It was only the liability on account of interest charges 
not covered by net revenue which was met by the tem- 
porary loans from the depreciation fund. These loans 
by the end of March 1937 amounted to Rs. 30*28 crores. 
Including the suspended contributions the total liability 
amounted to more than Rs. 61*00 crores for the six years 
1931-7, or an avenige real deficit of over Rs. 10 crores a 
year, a result which indi(*.ates th(^ very serious state of 
financial deterioration on all State-owned railways. 

FINANCIAL UKSULTS OV l'R]MC]PAU STATE-OWNED KAiLWAYS 

We may now turn to (‘onsider tho finances of the principal 
State-owned railways. The general condition of individual 
systems may be indicated by considering the average results 
for the’' six pre- depression and the six depression years. 

The average gross traffic reccij)ts for the period 1924-30, 
stated in Table 26,^^ show an increase on six of the railways as 
compared with the year 1924-5. Tlie four railways on which 
the averages were lower than the liasic level were the E.I., 
N.W.(Com.) and but this is partly to be 

attributed to the fact that they had exceptionally larger 
incomes in that year. 


TABLE 26. 

1924-5 

Slate- numaged : 

Rh. 

GROSS TRAEEIC Ri:CElRTS 
{Rs. in crores) 

Average Average 1 

1924-30 1930-6 

Rs. Rs. 

Yu- cent of 
1924-30 

‘ Burma 

4-29 

4-78 

3-71 

78 

E.B. 

5-92 

6-62 

5-26 

79 

E.l. 

20-61 

20 10 

17-97 

89 

G.l.P. 

1516 

14-91 

12-33 

83 

N;W.{Coin.) 

I5T:j 

14-40 

13-72 

95 

N.W.(Str.) 

Company-managed 

D6() 

1-60 

1-29 

81 

• A.B. 

1-44 

1-83 

1-73 

95 

B.N. 


8-76 

7-72 

88 

B.B.&C.l. 

12:1:1 

11-74 

10-69 

91 


7-91 

8-50 

6-98 

82 

S.l. 

5- 15 

5-64 

5*33 

95 


The figures for the Tables 20 to 32 are woiked out taking the actuals fbi' each 
year published in the Railway Budget papers for 1924-37. 
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The eftects of the depression on railway income are reflected 
in the average traffic receipts for 1930-6. All the systems 
without exception suffered substantial decreases in their receipts 
as compared with the pre- depression period. The largest de- 
crease amounting to more than 20 per cent was on the Burma 
and E.B. The E.I. and B.B.&C.I., financially the most impor- 
tant of all railways, had average decreases amounting to 11 and 
9 per cent respectively. Those which had the least reduction 
in earnings during the depression years were the N.W.(Com.), 
A.B. and S.I., on which the decrease was 5 per cent. 
The other railways had traffic receipts lowered by 12 to 18 
per cent. 

Ordinary working expenses as we have seen, increased 
steadily during 1924-30. The average oj^erating exj^enditure 
of the different railways showed also an increase during the 
period. Only the average of the E.I. was lower than the figure 
for 1924-5. The effects of economies and retrenchments during 
the depression period are to be seen in the average for 1930-6. 
Judged from the standards of expenditure of the previous six 
years, there was a decrease on seven systems. Those on which a 
further rise in operating expenses occurred were the N.W.(Gom.), 
A.B., B.N. and S.I. The average increase on the A.B. was 17 per 


TABLE 27. ORDINARY WORKING EXPENSES 
(lls, in crores) 




Avera^^e 

Average 

Per cent of 

^tale-mam (jed : 

1924-5 

1924-30 

1930-6 

1924-.30 


Rs. 

Rs. 

Rs. 


Burma 

2T8 

2 45 

2-28 

93 

E.B. 

3-47 

3-73 

3-46 

93 

E.I. 

10-54 

10 11 

9-34 

92 

G.I.P. 

8-05 

8-47 

7-30 

86 

“ N.W.(Com.) 

7-4() 

7-77 

7-90 

102 

N.W.(Str.) 

i-56 

1-56 

1-50 

96 

Company -rnanaytd 





A.B. 

0-82 . 

0-94 

1-10 

117 

B.N. 

4-73 

4-94 

5-06 

. 102 

B.B.&C.I. 

5-91 

6-03 

5-35 

89 

M.&S.M. 

3*63 

3-89 

3-47 

89 

S.I. 

2-60 

2-64 

2-73 

103 
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cent, while on the others it varied by 2-3 per cent only. The 
G.I.P. had the largest decrease of 14 per cent and tlie B.B.&C.I. 
and M.&8.M. came next with a decrease of 11 per cent. 
It is interesting to note that the B.B.&C.I. was the only railway 
on which the decrease in operating expenses was greater than 
that in earnings. Thus, while gross receipts declined to 91 per 
cent, ordinary working expenses decreased to 89 per cent. 

Taking depreciation charges into account, total working 
expenses on difl'erent railways are stated in Table 28. The 

TABLE 28. TOTAL WOBKING EXPENSED 
(Ms. in crores) 




Average 

Average 

Per cent of 

State-managed : 

1924-5 

1924-30 

1930-6 

1924-30 


PwS. 

Bh. 

Bs. 


Burma 

2()0 

2-90 

2-82 

97 

E.B. 

4T9 

4-52 

4-40 

97 

E.I. 

12-55 

12 17 

11-70 

96 

G.I.P. 

9-40 

10-04 

9-27 

92 

N.W.(Com.) 

9-18 

9-68 

10-16 

105 

N.W.(Str.) 

1-96 

1-94 

1-96 

101 

Coynpany-managed 





A.B. 

l'U() 

1-19 

1-43 

120 

B.N. 

5-7G 

6-08 

6-41 

105 

B.B.&C.I. 

6-98 

7-23 

6-7J 

93 

M. & S.M. 

4-:i4 

4-70 

4-37 

93 

S.I. 

:K)7 

3-18 

3-48 

109 


six-year averages under this head indicate that the reduc- 
tion in expenditure during the depression was less than that 
indicated by the averages of ordinary working expenditure. 
The four systems on which operating expenses had increased 
as compared with 1924-30, showed a greater rise in total working 
expenses. Thus, the increase in total working expenses on 
the A.B. became 20 per cent against an increase of 17 per 
-cent in ordinary working expenses. The average expenditure 
on other lines, expressed as a percentage of their averages 
for 1924-30, was also higher. The inclusion of depreciation 
has, therefore, had the effect of worsening the relative finan- 
cial position of the railways. 
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The effects of the changes in gross traffic receipts and 
working expenses on the financial position of each railway 
are expressed in the operating ratio. The decrease in earnings 
unaccompanied by a proportionate decrease in expenditure 
forced up the operating ratios of all the rail*ways. The average 
ratios for the two six-year periods excluding and including 
depreciation are given in I'ablc 29. Taking the ratios 
excluding depreciation, it will be seen that the JkB.&C.I. had 
a decrease while the E.l. showed as low an increase as two per 
cent during 1930-6. The Burma, A.B. and B.N. had a rise of 
10 per cent or more. On the remaining lines the operating 
ratio increased by 2 to 9 per cent. 

TABLE 29. OPERATING RATIOS 
Exc. doprooiation Inc. de])reciation 


State-managed : 

Average 

1924-:i() 

Average 

1930-6 

Averag(^ 

B)24-30 

Average 

1930-6 

Burma 

5] 

62 

61 

77 

E.B. 

m 

65 

68 

83 

E.l. 

50 

52 , 

61 

65 

G.I.P. 

57 

59 

67 

75 

N.W.(Com.) 

54 

58 

67 

74 

N.W.(Str.) 
Company -m anaged^ 

98 

116 

121 

152 

A.B. 

51 

64 

65 

83 

B.N. 

56 

66 

69 

83 

B.B.&C.I. 

51 

50 

62 

63 

M.&S.M. 

46 

50 

55 

63 

S.I. 

47 

51 

56 

65 


The ratios including depreciation indicate that the financial 
deterioration was in fact greater. The B.B.&C.I. and E.l. 
had a slightly larger increase in their ratios and on four rail- 
ways, namely, the Burma, E.B., A.B. and B.N., the averages 
for 1930-6 iiKTeased by about 15 per cent or more. 

We may now examine the trend of net receipts. There 
was a substantial increase in the net receipts of six railways 
during 1924-30, as shown by the averages which were higher 
than the figures for 1924-5. On the E.T., G.I.P., N.W. 

and B.B.&C.I. larger net receipts were realized. On 
these systems, wdiich represented the more paying lines, the 
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averages for the depression period showed a considerable 
decline. Net earnings on the Burma and E.B. among 
the state-managed railways were more than halved as com- 
pared with the })re-depression period. On the G.T.P. the reduc- 
tion was over a*" third. The E,l. and N.W.(Com.) fared 
comparatively better as the decrease was limited to 21 per 
cent on the former and 25 pei* cent on the latter. 

The position of com])any-managed railways during 
the depression period was on the whole slightly better. The 
A.B. and B.N. had average net receipts to the extent of 
less than half their pre-depression averages. The other three 
systems showed less deterioration. The M.&S.M. had a decrease 
of 31 per cent and the 8.1. one of 25 per cent. The B.B.&C.I. 
had the lowest decrease as compai'od with the pre- depression 
period. 

TABLE 30. NET HE('E[FTS AND THEIR RATIO TO CAPITAL 
(Rfi. in Inkhs) 



Net receipts 
Average Average 

% of 

Percentage to Cax)ital at charge 
%of 


1924-30 

F^s. 

1 930-0 

Rs. 

1924-30 

1924-30 

1930-0 

1924-30 

Rtate-numagrd : 

Burma 

1,H8 

89 

47 

0.1 

2.6 

41 

E.B. 

2,10 

87 

41 

4.6 

1.8 

40 

E.I. 

7,93 

0,27 

79 

6.8 

4.4 

70 

G.I.P. 

4,87 

3,00 

63 

4.4 

2.7 

01 

N.W.(Com.) 

4,72 

3,60 

76 

6.2 

3.3 

63 

N.W.(Str.) 

--34 

—07 


—1.2 

—1.9 


Company -managed : 

A.B. 

04 

30 

47 

3.2 

1.6 

47 

B.N. 

2,68 

1,31 

49 

3.8 

1.7 

45 

B.B.&C.I. 

4,61 

3,98 

88 

6.5 

6.1 

78 

M.&S.M. 

3,80 

2,01 

09 

7.1 

4.9 

60 

S.I. 

2,40 

1,85 

75 

7.6 

4.1 

65 


Average net receipts of each railway and the percentages 
they represented of the capital at charge compared 
during the two periods were as indicated in Table 30. 
During 1924-30, the Burma, B.B.&C.I., M.&S.M. and 

S.I. showed average percentages varying from 6 to 8 per cent. 
The E.I. and N.W.(Com.) had an average exceeding 5 per cent. 
Net receipts on the other railways varied from 3*2 per cent 
to 4*5 per cent. Thus, only five systems came up to the 
Inchcapo level of return, namely, . 5*5 per cent. During the 
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depression period there was a steep decline in the rates of 
return. The highest average for the period was 5’1 per eent 
on the B.B.&C.I., which was closely followed by the M.&S.M. 
with an average retui'n of 4*9 per cent. Among state - 
managed railways, only the E.I. had as high a percentage 
as 4*4. The N.W.(Com.) had 3*3 per cent and the others 
loss than 3 per cent. On the Burma, Ed^., A.B. and B.N. 
the percentage of net receipts to their respective capital at 
charge was more than halved. 

The principal deduction from net receipts before arriving 
at the profit or loss in working is the interest charges. The 
effect of the large scale program of capital expenditure during 
the pro -depression years was, as we have seen, to increase 
the interest charges. The increase under this head on 
different railways was the result of additions made to their 
capital during the pro -depression period, and therefore naturally 
varied. Thus, interest charges during 1930-6, as compared 
with the average for 1924-30, wore as shown in Table 31, 
42 per cent higher on the 8.1., and 31 and 30 per cent higher 
on the Burma and N.W.fCom.). On the others the iiKaease 
varied from 15 to 24 j^er cent. 

TABLt: 31. INTEREST CHARGES 
{Riijpees in lakhs) 


St'He-mamiyed : 

1924-30 

Rs. 

Average 1 

1930-0 

Rs. 

eer cent of 

Burma 

1,15 

1,54 

134 

E.B. 

1,09 

2,01 

119 

E.I. 

5,29 

0,10 

U5 

G.r.p. 

3,S1 

4,50 

118 

N.W.(Com.) 

3,03 

4,73 

130 

N.W.(Str.) 
Comymny-ynanaged . 

1,.34 

J,44 

107 

A.B. 

70 

94 

124 

B.N. 

3,00 

3,45 

115 

B.B.&C.I. 

2,48 

2,84 

115 

M.&S.M. 

2,05 

2,30 

115 

S.L 

1,27 

1,80 

142 


After meeting the interest charges, the profit or loss in 
working the State-owned railways averaged for the two periods 


17-1514B 
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as stated in Table 32. Of the ten systems, two which had 
losses during the first six years, namely the A.B. and 
B.N., produced during the depression larger losses. An average 
annual loss of Rs. 14 lakhs on the former increased to Rs. 64 
lakhs ; and on the latter a loss of Rs. 42 lakhs per annum 
rose to one of Rs. 2,13 lakhs. The B.B.&C.I. and E.I. alone 
continued to show some profits, namely Rs. 86 lakhs on the 
former and Rs. 33 lakhs on the latter. The remaining 
railways had to face considerable losses. The average losses per 
annum worked out on the G.I.R. to over Rs. 1*36 crorcs ; and 
over Rs. 1 crore on the N.W.(Com.) and E.B. The M.&S.M. 
which had a high level of profits in the earlier period now 
operated at a loss averaging Rs. 12 lakhs a year. The S.I. 
which yielded a gain of a crore per year, now showed a loss 
of Rs.* 4 lakhs. The largest losses since 11)30 were on the 
B.N. and N.\V.(Str.). 


TABLE :j2. GAIN OR LOSS IN WORKING * 



(Tn lakhs of rujyees) 
Average 

Average 


1924-30 

1930-6 

State-managed : 
Burma 

30 

— 65 

E.B. 

41 

—1,11 

E.I. 

2,60 

33 

G.I.P. 

1,03 

—1,36 

N.W.(Com.) 

1,09 

—1,06 

N.W.(Str.) 

— 1 ,67 

—2,07 

Company -managed : 


A.B. 

—14 

— 64 

B.N. 

—42 

—2,13 

B.B.&O.I. 

1,81 

86 

M.&S.M. 

98 

— 12 

S.I. 

1,08 

— ' 4 


* Including iniscollaneous receipts and charges. 


These observations relate to average results, during 
1930-6. A detailed examination of the annual figures shows 
that only two railways, the B.B.&C.I. and Tirhoot worked 
at a profit throughout the depression years. Even the E.I. 
was faced with losses during the first three years of the de- 
pression. On most railways the situation improved slightly 
after 1933-4 and the losses began to decreasct 
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It is interesting to examine \ow far these results assisted 
in meeting the obligation under the railway convention to 
pay a contribution to the State. According to the terms of 
the convention, the contribution was calculated on the total 
capital at charge, and the total surplus obtained from all 
State-owned railways. If a contribution of 1 per cent 
on the State’s share of capital is charged to the accounts of 
the individual lines, the surplus or deficit on each system, 
averaged over the six-year periods will be as shown in Table 33 : 

TABLE 33. SURPLUS OR DEFICIT TO MEET CONTRIBUTION TO 
GENERAL REVENUES 
{In lakhs of rupees) 



1924-30 

1930-0 

State-rnanaged : 

Burma 

10 

—1,00 

E.B. 

•—5 

—1,02 

E.I. 

1,24 

-1,12 

G.I.P. 

—6 

—2,55 

N.W.(Com.) 

12 

—2,21 

Company-managed : 

A.B. 

—32 

—85 

B.N. 

—1,00 

—2,79 

B.B.&C.I. 

1,15 

10 

M.&S.M. 

55 

— 50 

S.I. 

80 

— 43 


It will be seen that only six railways during 1924-30, 
could have shown a surplus after meeting the minimum rate 
of contribution. The E.I. and B.B.&C.I. would have shown 
balances of Rs. 124 and Rs. 115 lakhs respectively and those 
two railways present the best results. The average surplus 
on the S.I. amounts to Rs. 80 lakhs and that on the M.&S.M. 
to Rs. 55 lakhs. But four railways, the E.B., G.I.P., A.B. 
and B.N. show losses during the pre-depression period.. 

If the contribution of 1 per. cent is taken into account 
during the depression period, nine out of the ten State -owned 
railways show considerable losses. The B.B.&C.I. alone has 
a surplus to show, namely, Rs. 16 lakhs a year. The E.I., 
which had the largest average surplus in the pre- depression 
period, now has a deficiency almost as large as the previous 
surplus. The largest deficit is that shown by the B.N., to 
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the extent of Rs. 2*79 crores. Next in descending order, 
we have the G.I.P. with a deficit of Rs. 2*55 crores ; the 
N.W.(Com.) of Rs. 2*21 crores ; E.B. of Rs. r*62 crores 
and Burma of a croi^e. The average deficits on the A.B., 
M.&S.M. and S.I. were less than a crore. 

We may conclude the present study of the financial status 
of the State-owned railways with a comparison of the general 
position of the state-managed and the company-managed 
railways during the pre- depression and the depression periods. 
Of the ten principal commercial lines (that is, excluding N.W. 
Strategic) five railways were under direct State management 
and five under company management. The average results 
for the two groups for the six jire- depression and depression 
years are given in Table 34 : 

TABLE 34. AVERAGE RESULTS ON SIA'CE-MANAG ED AND 
(T)MPANY-MANAaED RAILWAYS 'COMPARED 

Statc-niana.gc< I Company-managod 

railways railways 


(1) 

Gross traffic receipts 

1924-30 

100 

*1930-0 

87 

1924-30 

100 

1930-0 

89 

(2) 

Ordinary working expenses 

Total working expenses 

100 

93 

100 

90 

(3) 

100 

98 

100 

100 

(4) 

Operating ratio (exc. dep.) 

54 

59 

50 

50 

(5) 

Operating ratio (inc, dep.) 

05 

75 

01 

71 

(6) 

Net receipts 

100 

68 

100 

71 

(7) 

Average per cent of net return on 

5-2 

2-9 

5-0 

3-5 

(8) 

capital at charge 

Interest charges 

100 

121 

100 

119 


Gain or loss (Rs. in lakhs) 

5,49 

—3,85 

3,31 

—2,07 


Even a cursory examination of these figures suffices to 
indicate that the company-managed railways fared better 
during the depression, than the state-managed railways. 
Gross traffic receipts declined on both groups, but while 
there was a decrease of 13 per cent in receipts on state- 
managed lines, as compared with the average for 1924-30, 
the company-managed lines had a reduction of only 
11 per cent. In point of control of operating expendi- 
ture, the State lines were more successful as they effected 
a decrease of 7 per cent. The company lines had on an average 
96 per cent of the expenditure during the pre -depression period. 
Taking depreciation charges into account, the total working 
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oxpejiditure showed, during 1930-6, a decrease of 2 per 
cent on state-managed railways and no decrease at all 
on company-managed railways. Despite these features, 
the operating ratios on the latter were lower. The ratio, 
excluding depreciation, rose from {>4 to 59 on State lines 
and from 50 to 56 on company lines. Although the increase 
during 1930-6 was greater on the latter, the ratio was still 
3 below that on State lines. Including depreciation, the 
operating ratio increased by 10 on both groups, from 65 
to 75 on the state-managed systems and from 61 to 71 on 
the company-managed systems. Here the ratios on the com- 
pany lines indicate an even better position, namely 4 per cent 
below the level of the State railways. 

The average net receipts also disclose approximately the 
same position in the two groups. There was a considerable 
decrease in both, but that on company-managed lines was 
29 per cent as compared with their average for 1924-30. 
This is 3 per cent higher than the average for the State systems. 
Expressing the net receipts as a percentage of the capital at 
charge of the two groups, the rate was 2*9 per cent for 
state-managed railways as compared with 3*5 per cent for 
company-managed railways. There was almost the same 
difference in the rates during 1924-30 which were 5*2 per cent 
for State, and 5*6 per cent for company, lines. This 
implies that the former on the whole never reached the Inchcape 
rate of 5| per cent return on capital whereas the latter did. 

The increase in interest charges was approximately the 
same and amounted, as compared with 1924-30, to 21 per cent 
for the state-managed group and 19 per cent for the company- 
managed group. Deducting interest, there was a deficit of 
Rs. 3*85 crores in 1930-6 against a surplus of Rs. 5*49 crores 
in 1924-30 on state-managed lines. On company-managed 
lines a total surplus of Rs. 3*31 crores was transformed 
into a loss of Rs. 2*07 crores. 

The trends, generally speaking, were similar on both the 
state-managed and company-managed railways. The differ- 
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enccs in tlio performance of the two classes, taken as groups, 
were not great and too much should not be read into the 
group results. Yet it is significant that the final results tip 
the scale under most of the heads in favour of the 
company-managed railways. 

While the comparison points to the superiority of company- 
management, even with all the limitations under which private 
enterprise operates on our railways, the financial results do 
not afford the only criteria. With the tendency to emphasise 
and serve the interests of the public in a fuller sense, such 
as through attempts to improve the amenities of the users and 
of the employees — which must be more dominant in State 
railway undertakings, part\pularly with a legislature constantly 
exerting pressure to that end — it may well be that the sacrifice 
of revenue to the administration may be more than offset by 
public satisfaction and the goodwill thus engendered. Final 
conclusions on the merits of the respective systems must, 
therefore, be reserved until all these facds are weighed and 
discussed. 

The general comdusions emerging from the survey of the 
financial results of working may be summed up as follows : 

(1) Tlic linancial record of the Indian railways taken as a whole during 

1900-30, has been quite satisfactory, as the traffic receipts have increased 
and yielded a substantial surplus to the State after payment of the interest 
charges. . 

(2) Only two railways, the E.I. and B.B.&C.T., hav(^ throughout 
yielded substantial profits to the State. Among the others only the A.B. 
and the N.W. have during 1900-30, produced on an average a loss to the 
State. The remaining lines have on the whole produced a gain to the State. 

(3) The trend of working expenses has been steadily upward, parti- 
cularly during the second decade of the present century ; but during 1920-30, 
there has been a tendency to stabilisation of working expenditure at higher 
levels. 

(4) During the post-separation period, the operating ratio, therefore, 
tended to remain on higher levels, (principally in consequence of the in- 
creased working expenditure). But earnings were generally sufficient 
to meet all the charges and leave a surplus adequate to pay the contri- 
bution and accumulate a reserve fund. 
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(5) The depression period exposed two defects which were observed 
during the previous years, namely, the higher standards of expenditure 
and the effects of the enormous capital expenditure. These two factors 
operated to reduce net receipts and to increase interest charges to such 
an extent that only the E.I. and B.B.&C.I. were during 1930-() able to 
meet their interest charges out of their net receipts. 

(6) The status of certain railways is shown to have become worse 
during the post-separation years. Thus the B.N. and E.B., which on 
the whole, produced a surplus on their working, appear to have deteriorated 
financially during 1925-35. 

(7) A remarkable feature brought out by the analyses in this chapter 
is the comj^aratively ‘ better picture presented by the company-managed 
railways. Thus, as regards the operating ratios and the i)ercentagc of 
net receipts to capital, these lines show that the growth of expenditure 
has been comparatively lower and the decline in the percentage of net 
receipts to capital has been less than on tlu^ state-managed railways during 
the depression period. 

(8) The Separation Convention prescribed that the Stat(^-owned rail- 
ways should be so opcTated that they should pay in addition to the int(‘r(‘st 
on capital, a contribution of one per cent to the State on its outlay. If 
the ability to pay this contribution is taken as the test of successful opera- 
tion, nine out of the ten main systems must be deemed as having utteily 
failed to produce a satisfactory result during 1930-6. Even the E.I. is 
found to have been short of Hs. 1,45 lakhs on an avmage to pay tln^ con- 
tribution during 1930-6. Only the B.B.&C.I. comes out of this test with 
a surplus balance in excess of one per cent of the capital outlay. Thus 
the eight of the ten havejfound it impossible to cover even the interest 
on the capital at charg(‘, out of their iu‘t reeiMpts. That part of tlui con- 
vention which relates to the contribution, was nullified by the financial 
results during the de])ression. 

The financial position of Indian railways since the separa- 
tion discussed in this chapter deals only with the final results. 
The significance^of the results of working can be properly 
understood only in the light of the factors which have in- 
fluenced them. These factors are, broadly speaking, to be 
found in the volume of traffic and expenditure incurred by 
railways in handling it. We shall, now proceed to a detailed 
study of these topics. 
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The nature of a railway’s income, 136. Progress of earnings on Indian rail- 
ways, 137. Principal sources : passenger and goods traffic, 138. Im- 
provement in traffic and earnings since 1900, 140. 

Four classes of passenger traffic : their characteristics, 141. Changes in 
statistics, and the new classification of railways, 142. 

First class : uninterrupted decline in traffic, 145. Passenger miles and average 
leads, 147. Earnings, progressive deterioration since 1923-4, 149. Average 
rate per passenger mile, 150. Structure of first glass hires, 151. 

Second class : steady decrease in traffic, 155. Passenger miles and average 
leads, 158.^ karnings, decrease similar to first class, 159. Average receipts, 
161. Second class fares, 161. 

Inter class : trend of traffic since 1924, 164. Passenger miles and average 
leads, 166. Earnings bettc^r than the upper classes, 167. Average 
rates and passenger fares, 108. 

Third class : unquestionably the most important of all the classes, 171. 

'Number of passengers, 173. The trend of passenger miles and average 
leads different from that of the other classes, 173. Earnings, average 
rates and passenger fares, 175. 

Upper class passenger service : railways seriously affected, 179. Train load, 
earnings per seat. Effect of increased ac^commodation, 180. Upp()r 
class p_is3?nger servi(ie, a losing proposition ; economies from abolition, 

182 . 

The problem of th(* intc'r class : the case for its retention, 185. State 
managenumt and pass(‘nger fares, 187. Cost of rail travel compared with 
that in other countries. The need for a dyiiamic policy, 188. 


Railways obtain their income by carrying traffic and charging 
a certain price for the service they render. Their earnings 
are, therefore, dependent on both the volume of traffic and 
the price charged for transportation.. Railways are parti- 
cularly susceptible to the law of increasing returns. Conse- 
quently, it costs them proportionately less per unit of additional 
transportation, a fact attributable to the high proportion of 
fixed costs on account of the elaborate machinerj% plant and 
equipment, which have to be maintained irrespective of the 
quantity of traffic moved. This characteristic explains why 
a slight increase in traffic may often be accompanied by a 
more than proportionate increase in the net income. A second 
feature is that transportation is a perishable commodity : 
it cannot be stored or conserved, but must bo used while it 
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is being produced. It, therefore, pays a railway to sell all 
the transportation which it can produce. This has led to a 
pricing system, the objective of which is to increase traffic 
to the maximum capacity of a railway. A study of "railway 
traffic and the rating system is vital to the ])roper understanding 
of the financial condition of railways. 

PROGRESS OF TRAFFIC EARNINGS 

The ])rogressive character of the gross traffic receipts of 
Indian railways since 1900 was indicated generally in our 
discussion of the operating ratio. We may now proceed to 
examine their trends in greater detail. A striking increase 
is described by the gross earnings of all railways during the 
present century. It is necessary to remember that the period 


TABLE 35. PROGRESS OF GROSS EARNINGS AS COMPARED 
WITH JIOUTE MILAGE AND CAPITAL* 

(all railways) 


Year 

Gross earnings 
Rs. in c‘vor('s % of 1900 

Per mean 

Route milage 
% of 1900-f* 

Capital 
% of mot 

J900 

31*51 

100 

mile worked 
Rs. 
13,025 

100 

100 

1905 

41*70 

132 

14,744 

114 

109 

1909 

47*06 

149 

14,948 

127 

130 

1914-5 

60*43 

192 

17,123 

143 

158 

1919-20 

89*15 

283 

24,269 

148 

172 

1920-1 

91*99 

292 

24,842 

150 

190 

1921-2 

92*89 

295 

. 24,809 

151 

197 

1922-3 

105*65 

335 

27,986 

152 

212 

1923-4 

107*80 

342 

28,350 

154 

218 

1924-5 

114*75 

364 

2d,lHry 

155 

222 

1925-0 

113*39 

360 

29,335 

156 

229 

1926-7 

112*36 

356 

28,540 

158 

239 

1927-8 

118*26 

375 

28,486 

160 

250 

1928-9 

118*87 

377 

28,029 

165 

252 

1929-30 

116*08 

368 

26,670 

169 

260 

1930-1 

106*58 

338 

25,084 

171 

264 

1931-2 

97*21 

308 

22,655 

173 

266 

1932-3 

96*21 

305 

22,202 

174 

269 

1933-4 

99*58 

316 

22,927 

174 

268 

1934-5 

102*81 

326 

23,535 

174 

269 

1935-6 

103*84 

330 

23,714 

174 

267 

1936-7 

108*07 

342 

24,668 

174 

267 

* Indian Railways 

A dm inwtrat ion 

Report, Vol. 

II, 1905, 1909, 

1916-7, 1921- 


and Railway Board's Reports, Vol. II, for the succeeding yoors. 
t The total route milage in 1900 was 24,762. 
j The total capital at charge in 1900 was Rs. 329*53 crores. 
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covered was one of railway development and expansion. In 
1900, for example, we had an aggregate route milage of 24,752, 
and on 31 March 1935 the railway network represented a 
route milage of 43,021. The capital at charge also advanced 
during the same period from Rs. 330 crores to Rs. 885 crores. 
Every increase in the railway network brings additional traffic 
from the new regions exploited, and consequently some increase 
in earnings. The traffic receipts have therefore to be considered 
in relation to this factor. To facilitate a clearer perspective 
of the earning capacity of Indian railways during the deve- 
lopmental period, the position may be briefly surveyed from 
1900. 

At the beginning of the century traffic receipts of Indian 
railways amounted to Rs. 31*54 crores. By 1909 the total 
milage had risen by 27 per cent, capital outlay by 30 per cent, 
and gross earnings by 49 per cent. The next decade witnessed 
an even more remarkable improvement. In 1920-1 the increase 
in the route milage, the capital outlay and the gross earnings 
amounted to 50 per cent, 90 per cent, and 192 per cent res- 
pectively. Towards the end of the next ton years, which 
will be examined in greater detail, the route milage stood, as 
compared with 1900, 69 per cent higher, while capital outlay 
and gross earnings were 160 per cent and 268 per cent higher 
respectively. The figures indicate that the gross traffic receipts 
during the present century have improved much more in pro- 
portion to the increase either in the route milage or the capital 
at charge. The same conclusion is reached by examining 
the trend of gross earnings per mean mile worked. From 
Rs. 13,000 the receipts per mean mile steadily rose to 
Rs. 29,785 in 1924-5, representing an increase of 130 per cent. 

Traffic receipts awe derived from two principal sources : 
coaching and goods traffic. Coaching traffic consists mostly 
of passenger traffic and includes in addition parcels and certain 
miscellaneous services. The relative importance of the earnings 
from these two sources will be clear from Table 36, which 
presents the earnings from goods and coaching traffic for 
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TABLE 36. GOODS AND COACHING REVENUES* 
(all bailways) 

{Rs. in crores) 


Year 

lis. 

Goods revenue 

% of gross earnings 

Ks. 

Coaching revenue 
% ct gross earnings 

1900 

20-37 

65 


10-26 

33 

1905 

26-21 

63 


14-39 

34 

1909 

28-12 

60 


17-52 

37 

1914-5 

35-09 

58 


23-44 

39 

1919-20 

47*12 

53 


39-07 

44 

1920-1 

47-97 

52 


40-85 

44 

1921-2 

49-52 

53 


40-34 

43 

1922-3 

58-30 

55 


43-83 

41 

1923-4 

60-64 

56 


45-05 

42 ' 

1924-5 

66-83 

58 


44-90 

39 

^J25-6 

64-83 

57 


45-82 

40 

1926-7 

65-36 

58 


44-48 

40 

1927-8 

69-58 

59 


45-67 

39 

1928-9 

71-44 

60 


44-50 

37 

1929-30 

69*09 

60 


44-67 

38 

1930-1 

6456 

61 


30-97 

38 

1931-2 

58-88 

61 


36-89 

38 

1932-3 

56-99 

59 


36-64 

38 

1933-4 

61-73 

62 


35-30 

35 

1934-5 

64-57 

63 


35-52 

35 

1935-6 

64-88 

62 


35-85 

35 

1936-7 

70-03 

65 


35-77 

33 


* Sourco saina as for tho previous table. 


selected years before 1920 and the subsequent years, and their 
percentage proportion. Generally speaking, Indian railways 
obtain about 60 per cent of their total income from goods 
traffic and about 36 per cent from coaching traffic. In 1929-30, 
for example, goods earnings accounted for 60 per cent and 
coaching earnings 38 per cent of the total receipts. The 
difference which has usually amounted to less than 5 per cent, 
represents certain miscellaneous receipts.^ 

The principal features of the passenger and goods services 
during the period 1924-37 are examined' in this and the next 
two chapters. Of the two classes of traffic, passenger traffic 
presents problems comparatively simpler in character and 
may, for convenience in treatment, be examined first. 

' Tliosi^ consist of itonis such as telegraph earnings, incoiuo from otlior railways, such 
as hire and penalties on interchanged stock, rent of stations jointly occupied, rents, tolls, 
advertisement receipts, etc. 
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" The striking increase in railway revenues from the begiuning 
of the present century is reflected in coaching earnings. The 
progress of passenger earnings, representing more than 80 
per cent of the coaching earnings may be seen from Table 37. 

TABLE 37. PASSENGER RECEIPTS AND TRAFFIC* 


(all railways) 
(Rs. in crores) 



Paasenger 

Number of 


Passenger 

Number of 


coaching 

passengers 


coaching 

passengers 

Year 

receipts 

(in millions) 

Year 

receipts 

(in millions) 


Rs. 



Rs. 


1900 

8-95 

170 31 

1923-4 

380<) 

507-32 

1905 

12-74 

248-10 

1924-5 

38-70 

576-35 

1910 

17-12 

371-58 

1925-0 

39-49 

599-15 

1911 

18-49 

389-80 

1926-7 

38-12 

004-37 

1912 

19-50 

417-23 

1927-8 

39-18 

023-12 

1913-4 

21-18 

457-72 

1928-9 

38-24 

020-11 

1914-5 

20-35 

451-09 

1929-30 

39-58 

034-30 

1915-0 

20-9!) 

404-38 

1930-1 

34-30 

575-83 

1910-7 

23-08 

480-03 

1931-2 

31-35 

505-84 

1917-8 

25-23 

430-27 

1932-3 

31-32 

501-<)0 

1918-9 

28-98 

459-73 

1933-4 

30-09 

489-01 

1919-20 

33-10 

520-03 

1934-5 

30-35 

490-59 

1920-1 

34-77 

559-25 

1935-0 

30-50 

503-69 

1921-2 

34-29 

561-33 

1936-7 

30-33 

509-88 

1922-3 

37-59 

572-62 





* Source : Hallways in India Administration Hrport, Vol. II, uud Haiiway Board's 
Reports, Vol. II. 

In 1900 total coaching earnings from all railways amounted 
to Rs. 10*26 crores, of which passenger receipts accounted 
for Rs. 8*95. crores. By 1911 the earnings under both had 
doubled, and by 1918-9 more than trebled. From then until 
1925-6, barring 1921-2, each year set up a new record for both 
coaching and passenger traffic receipts. In 1922-3, earnings 
had more than quadrupled, and in 1924-5 the percentages 
as compared with 1900, rose to 438 for coaching earnings and 
433 for passenger receipts. Till 1929-30 the jiercentages of 
earnings fluctuated above 400 but with the beginning of the 
depression in the following year there was a large decrease. 
The percentages dropped to 344 for coaching earnings and 336 
for passenger earnings in 1933-4. During the succeeding 
three years the position remained about the same. 
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The improvement in passenger traffic is even more clearly 
indicated by the number of passengers. In 1900 they totalled 
176 millions. In ten years, this figure was more than doubled, 
being 372 millions. In the next ten years, this rate of increase 
persisted and in 1919-20 the number had risen to 520 millions, 
representing an increase of 195 per cent. Over the next two 
years, there was a further increase to 561 millioiis. At the 
end of the decade, in 1929-30, the traffic rose to still highec:> 
levels and recorded the highest figure so far attained, namely, 
634 millions or an increase of 260 ])er cent over 1900. The 
number of j)assengers rapidly declined in succeeding years 
and in 1933-4 came down to 490 millions, the lowest figure 
touched since 1918-9. There was only a slight improvement 
tliereafter. 

That much of the increase during the first twenty years 
of this century represented a real and permanent extension 
of the travel market is shown by the fact that despite the 
sevei'ity of the depression, in the worst year for passcngc]’ 
traffic, namely, 1933-4, the number of ])assengcrs was 178 
per cent higher and earnings 236 per cent higher than in 1900. 

Passenger transportation on Indian railways is provided 
under four classes, first, second, inter and third. With the 
exception of one or two railways, all the systems maintain 
these classes of services. The four classes are divided on the 
basis of the individual’s ability to pay for additional comfort 
in travel and express a broad social stratification. The upper 
classes, first and second, are generally patronised by those 
who can afford the higher charges and constitute the wealthier 
section of the travelling public. Inter class finds favour with 
the upper middle class and third with the lower middle class 
and the rest of the population. The relative importance of 
each class from the point of view of traffic and earnings has 
remained generally tlie same. In ])oint of volume of traffic 
and revenue, the third class is the most important. In 1911, 
for instance, the number of third class passengers was 348 
millions or 89 per cent, and the amount of earnings Rs. 15-73 
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crores or 85 per cent. The first, second and inter classes, 
together with season ticket and vendor traffic accounted 
for the balance. The proportion of the number of passengers 
by first, second and inter classes to the total was 0*2 per cent, 
0*8 per cent, and 3 per cent, res])ectively and the proportion 
of earnings from these classes to the total 3*6 per cent, 4*5 
per cent, and 5*9 2 )er cent. 

The number of passengers in each class disclosed large 
increases during 1900-20 ; first class by 113 per cent ; second by 
182 per cent ; inter by 79 per cent ; and third by 199 per cent. 
Except in the case of inter, (wen higher figures were reached 
during the succeeding thi*ee years. 

The ca]-nings from the four classes reflected the upward 
trend in traffic. First class passenger revenues as compared 
with 1900 doubled by 1911, trebled by 1917-8, and quadrupled 
by 1919-20. Second class income was trebled by 1917-8 and 
almost quintupled by 1921-2. Inter class was less ra])id in 
its increase of recei])ts, the riwenue being doubled by 1915-(), 
and inoie than trembled by 1920-1. 'third class passenger 
receipts, the most important of all, were bettei* than inter, 
being more than doubled by 1911 and trebled by 1918-9, 
and more than quadrupled by 1924-5. Thus the exjxiiision 
in income exceeded that in traffic.^ 

This brief summary of the trends of j^assenger traffic and 
earnings vsince 1900 helps one to view the situation during 
the succeeding years from the point of view of long-range 
trends. Before proceeding to the developments since 1924-5, 
the character of the statistical data may be briefly examined, 

CHANGES IN STATISTICS AND NEW CLASSIFICATION 

There is a })reak in the continuity of statistics with effect 
from 1922-3. In that year was undertaken the reorganization 
in the compilation and presentation of railway statistics. 
The traffic and earnings of the season ticket and vendor group 
were merged in the four classes and separate figures are not 


2 See Statistical Statement II in the Appendix. 
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available from 1922-3 onwards. The grouping of the railways 
into three classes according to their earning capacity was 
also introduced from that year onwards. While these changes 
vitiate the comparability of the earlier and later statistics the 
fuller data available after the revision facilitate a more detailed 
examination. 

As our survey deals principally with the Class I railways 
during 1924-37, it should be remembered that the earnings 
of these systems represent about 95 per cent of the earnings 
of all railways. 

For statistical purposes, the Class I railways are divided 
according to their gauges, namely bi'oad, metre and narrow. 
The railways in each group and their route milages as on 31 
March 1935, stood as follows : 

CLASS I RAILWAYS OROUPER ACCORDING TO THEIR GAUGES 


Railways 
Broad Gauge. 


Route milage on 
31 March 1935 


(1) 

Bengal Nagpur 

2,522 

(^) 

Bombay, Baroda and Central India . . 

1,260 

(3) 

Eastern Bengal ' 

896 

(4) 

East Indian . . 

4,449 


Great Indian Peninsula . . 

3,553 

(0) 

Madras and Southern Maliratta 

1,157 

(7) 

Nizam’s State 

688 

(8) 

North-Western 

6,264 

(!>) 

South Indian 

761 


Metre Gauge 


(1) 

Assam Bengal 

1,319 

(2) 

Bengal and North-Western 

2,191 

(8) 

Bombay, Baroda and Central India . . 

2,208 

(4) 

Burma 

2,060 

,(5) 

Eastern Bengal 

1,070 

(0) 

East Indian . . 

66 

(7) 

Jodhpur 

975 

(8) 

Madras and Southern Mahratta 

2,079 

(9) 

Nizam’s State 

660 

(10) 

Rohilkund and Kiimaon . . 

562 

(11) 

South Indian 

1,802 


21,550 


14,992 
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Narrow Gauge 


(1) 

Bengal Nagpux’ 

926 

(2) 

Bombay, Baroda and Central India . . 

224 

(3) 

Eastern Bengal 

87 

(4) 

Great Indian Peninsula . . 

244 

(r>) 

North-Western 

686 

(3) 

South Indian 

99 


Total 


2,216 

;]8,7r)8 


Tho lengtli of line for the broad, metre and narrow gauge 
railways were respectively 55*6 per cent, 38 • 7 per cent, and 
5*7 per cent of the total, but these percentages arc no indication 
of their relative importance from the point of view of traffic. 
The passenger revenues earned from broad gauge are approxi- 
mately two-thirds of tlie total or slightly more tlian twice 
the earnings of the metre gauge, with narrow gauge accounting 
for only a small fraction. 

The fluctuations in income of Class I railways were almost 
identical with those of all railways. It will be noticed from 
the statistics given in Table 38 that passenger traffic receipts 

FABLF 88. PASSKNGER TRAFFIC EARNINGS* 

(Class I Railways) 

(Rs. in crores) 


Year 

Class I railways 

Rs. 

% of 1924-5 

All railways 

Rs. ■ 

% of 1924. 

1921-2 

82-98 

89 

84-29 

88 

1922-2 

86-17 

98 

87-59 

97 

1922-4 

86-85 

98 

88-08 

98 

1924-5 

86-97 

100 

88-75 

100 

1925-6 

87-68 

102 

89-46 

102 

192<)-7 

86-47 

99 

88-12 

98 

1927-8 

87-47 

101 

89-18 

101 

1928-9 

86-44 

99 

88-24 

99 

1929-20 

86-81 

100 

88*58 

100 

1920-1 

82-68 

88 

84-80 

89 

1921-2 

29-87 

81 

81-85 

81 

1922-2 

29-88 

81 

81*32 

81 

1932-4 

28*51 

77 

30*09 

78 

1934-5 

28*76 

78 

80*85 

78 

1925-6 

28-95 

78 

30*56 

79 

1926-7 

28-68 

78 

30*33 

78 


* Indian Railways Administration Reports, Vol. II, 1921-3; and Railway Board's 
Reports, Vol. II, for the following years. 
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were fairly stable from 1922-3. During the eight years 1922-30 
earnings oscillated between Rs. 36 crores and Rs. 38 crores. 
Only in 1925-6 did they rise to Rs. 37-68 crores, the highest 
point reached during the pre-depression period. The figures 
for the depression period provide an eloquent commentary 
on the effects of the crisis in contracting the travel market 
for railways. In 1930-1 passenger receipts dropped to 88 
per cent ; and over the next two years to 81 per cent. The 
lowest point was touched in 1933-4, when the comparative 
deterioration amounted to 23 per cent. 

Wo may now proceed to consider the trends of traffic and 
earnings during the period 1924-37 in the four classes of passenger 
transportation. 

FIRST CLASS PASSENGER TRAFFIC 

N timber of passengers 

The Class I railways carried 1,195 thousand first class 
passengers in 1924-5, or about 10 per cent less than in the 
previous year. There was, as may be seen from the figures 
and x)t^i’<^*<^t^tages given in Table 39, a steady decrease there- 
after, dropping, as indicated by the percentages^, to 90 in 
1927-8, 74 in 1929-30 and 48 in 1931-2. This deterioration 
continued uninterrupted and over the period 1933-7, the number 
of first class x>‘^»scngers had declined to between 38 and 40 
per cent of the basic level. 

The traffic on the individual lines reflected these trends, 
but broad gauge lines fared comparatively worse than metre 
gauge. The former carried 923,000, or 77 per cent of the 
total first class passengers during 1924-5, representing a reduc- 
tion of 10 per cent on the figures of the previous year. Till 
1929-30, there was a gradual decrease averaging about 4 per 
cent a year. With the commencement of the depression, 
however, there was a landslide and from a percentage of 74 
in 1929-30, the number of passengers carried dropped to 46 
in 1931-2 and 36 in 1935-6. 

3 Tho poiTontages boro and in tho following pages aro worked ont taking 1924 5 as 
the base period, as may bo seen from tho Tables 39-43. 
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Metre gauge railways carried in 1924-5 only 260,000 
passengers or , 22 per cent of the total. The figure declined 
steadily to 196,000, or to a percentage of 77 in 1929-30, a 
level higher than that on the broad gauge. During the depres- 
sion period, however, the percentage stood at half the basic 
figure and even in 1935-6, when the lowest level was touched, 
it was only 46 against 36 on the brcfad gauge, while in 1936-7, 
there was an improvement to 50. This group of lines thus 
exhibited a better record than the broad gauge. 

All these features arc disclosed in a more or less accentuated 
form in the traffic of the different railways.^ The losses 
on some lines even in the pre-depression year were serious 
enough : the B.B.&O.I. (B.G.) lost 53 per cent and the Burma 
36 per cent of their respective traffic in 1924-5. The effect 
of the depression proved almost catastrophic to certain lines. 
The B.B.&C.T. which had carried 30 per cent of the entire 
first class traffic in 1924-5 had only 13 per cent of the number 
in 1933-4. The Burma carried only 30 per cent of the passengers 
transported in 1924-5. The decreases on the others, though 
smaller, wore still considerable. During the next three years 
traffic remained stagnant on most railways. 

First class passenger traffic thus presented a serious situation. 

Passenger miles and average leads 

The volume of traffic measured solely by the number of 
passengers does not allow for the effect of distances travelled. 
These may be combined into a single factor, namely, passenger 
miles, which present a more accurate picture of the volume 
of transportation. 

The passenger milage of first class passengers in 1923-4 
approximated 106 millions. The slight decline in 1924-5 was 
followed by a rise to 127 millions during 1927-8, and the per- 
centage amounted to 120. Despite the decrease which started 
in the succeeding year the percentage for the passenger milage 

^ For the statistics of tho different railways for select years, see Statistical Statoinont 
111 in tho Appendix. 
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in the pre-depression year stood at 116 against 74 for the 
number of ]iassengcrs. From the next year onwards passenger 
journeys decreased rapidly and the percentage dropped to 

76 in 1933-4. The heavy decrease in the number of passengers, 
however, was partly counterbalanced by the increase in the 
length of journeys. Even during the depression the decline 
in passenger milage was not so steep as in the number of pas- 
sengers. In 1933-4 the number of passengers was only 40 
per cent of 1924-5 whereas passenger milage stood as high 
as 76 per cent. 

Broad gauge lines carried more than 80 per cent of the 
total. Passenger milage in both groups reached the highest 
levels in 1927-8, the percxuitages being 123 for tlie broad gauge 
and 111 for the metre gauge. The com])arison of the per- 
centages indicates that both in regard to the pre-depression 
increase and the decline during the depression tlie metre gauge 
as a group was on a lower level of about 10. 

The larger passenger milage as compared with tlie number 
of^ passengers was undoubtedly an important factor which 
prevented the financial results of first class from bec^omiiig 
worse than they were. Thus with but 13 per cent of the 
passengers carried in 1924-5, the B.B.&G.T.(B.G.) had, in 1933-4, 

77 per cent of the passenger milage. By 1936-7 a turn for the 
better is to be seen on most lines. With two-fifths of the 
first class passengers carried in the basic year, the Class I rail- 
ways in this year did four-fifths of the passenger milage. 

These higher levels of passenger' milage are to be explained 
by the longer average journeys done by the iiublic. The effect 
of the distance factor is brought out clearly by the statistics 
of average leads. The average distance travelled by the first 
class passenger showed an uninterruiited increase throughout 
the period. From 88 miles per passenger in 1924-5, the lead 
advanced to 138 miles in 1929-30 and to 181 miles in 1936-7, 
increases respectively of 56 per cent and 105 per cent. 

The average leads on broad and metre gauge railways 
showed different rates of increase. During 1924-30 the average 
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lead on the former rose from 92 miles to 149 miles and to 211 
miles by 1936-7. The leads on the metre gauge increased 
from 75 miles to 103 miles and to 109 miles over the same 
periods.® 

The fluctuations and trends refcrrefl to in connexion with 
the number of passengers, passenger miles and leads must 
have operated on the earnings from the first class. Let us, 
therefore, examine the character of earnings from this class 
during the period 1924-37. 

Earnings 

The total receipts from first class passcngeivs in 1924-5 
amountcfl to Rs. 1:^0 lakhs, a decrease as compared with the 
previous year of Rs. 8 lakhs. The figures for succeeding years 
disclose a jirogressivns deterioration. In fact, there is not a 
single year during 1923-34 in which the decline was arrested. 
Till 1926-7, there was a gradual decrease, but from 1928-9 
onwards the fall in receipts accelerated. The percentage 
dropped to 86 in 1929-30. With the impact of the dcjU'ession 
in the succeeding year it receded to 77 and by 1933-4 the 
bottom was touched, the earnings amounting to only Rs. 75 
lakhs or 62 per cent of those of 1924-5. The downward course 
appears to have been arrested in 1934-5 and at the end of 
1936-7, earnings amounted to Rs. 80 lakhs and the percentage 
rose to 67. 

These trends were faithfully reflected in the revenues of 
broad and metre gauge railways. As in the case of traffic, 
the former accounted for more than three quarters of the 
total receipts from the first class, which amounted to Rs. 
93 lakhs in 1924-5. The decrease from this level is shown 
by the percentage which declined to 87 in 1929-30 and to 66 
in 1933-4. Only a slight improvement to 70 occurred by 1936-7. 

The metre gauge railways had larger losses during the 
pre-depression period, but by 1929-30, the deterioration was 

^ Tlio avorago joiirm^yK on the dilTeront linos naturally ('xhihit those tondonoios in 
varying degrees. The B.B.&C.I. had the highest record of iiuiroaso from 30 miles in 
1924-5 to 180 miles in 1936-7, an increase of 600 per cent. For the figures of the other 
railways see Appendix. 
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at about the same level as the broad gauge lines. They sustained 
a greater diminution of income during the depression and 
in 1933-4, the percentage of receipts stood at 54. Thus of 
the two groups, broad gauge railways showed over the whole 
period a lower rate of decline. The earnings of the metre 
gauge railways, already susceptible to greater decrease prior 
to 1930, proved to be particularly so during succeeding years. 

First class passenger receipts on the Class 1 railways thus 
disclose a steady decline throughout the post-separation period. 
This, it may be recalled, runs counter to the trends of passenger 
receipts considered earlier, which showed the beginning of a 
decrease only after 1930-1. But the decrease in first class 
passenger revenues liad started in 1923-4* itself, and has per- 
sisted throughout the era of higher levels of passenger earnings 
after 1924. The tendency appears to be abnormal and in- 
consistent witli the general trends since 1900. The first class 
has not only been (excluded from |)arti('ipating in the pros- 
perity of the post-war de(*ade : it has failed even to maintain 
its own earlier levels. In fact, the number carried during 
193G-7 was less than that of 1900 itself. 

Undoubtedly more than one faxdor has been at work to 
bring about this decrease in earnings, but from the point of 
view of railways changes in |)assenger fan^s, other things re- 
maining unchanged, would be most likely to exert a direct 
inlluence on total earnings. Generally s])eaking, enhancement 
would have the effect of 'dejnessing demand and a decrease 
that of stimulating it. An examination of the average fares 
for the first class will, even if it proves nothing else, serve at 
least to eliminate one factor which, from the side of the rail- 
ways, operates directly on earnings. 

Average rate charged per mile per j)assenger 

41 le average receipts ])er first 'class passenger per mile on 
Class I railways amounted to 23*2 pies in 1923-4 and 21*8 I3ies 
in 1924-5.® There, was a gradual reduction during the succced- 

® See Table 40 whieh presents the average rates jjer mile for all the classes. 
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ing years, and in 1929-30, the average rate was 16* 1 pies per 
mile, a decrease of 26 per cent as compared with 1924-5. Fi’om 
the following year onwards there was a rise lo 18 pics in 1932-3. 
The average rate stood at this level till 1934-5 after which 
there was a slight decrease. 

Average rates on the broad gauge railways were lower 
and amounted to 20*8 pies in 1924-5, as compared with 24*4 
pics on the metre gRRgc* There was a gradual decrease to 
15*3 iiies or of 26 per cent on broad gauge in 1929-30 and to 
19*1 pies or of 22 per cent on metre gauge in 1931-2, after 
which there was a slight increase of more than one pie on the 
former and less than a pie on the latter. 

The trend has thus been of a substantial decrease durms 
the first six years and a slight increase over the succeeding 
period. On certain lines there was a material increase during 
the depression as compared with 1929-30, as on the E.T., 
G.I.P. ancj N.W. 

As the statistics of average rates per passenger per mile 
are obtained by dividing the earnings hj the total passenger 
miles of the class concerned, they reflect the effects of both 
the changes in hires and concessions, as well as the distance- 
preferences of passengers. The second fiictor becomes specially 
important where a telescopic fare system is in use. That 
an increase has occurred in the average length of journeys 
has already been stated. We may now consider the changes 
which have taken place in the structure of first class passenger 
fares. 


First class passenger fares 

Although passenger transportation does not present such 
complex problems of reasonableness, preference and discrimi- 
nation as are frequently met in the carriage of goods, passenger 
fares may be discriminatory, or too high, or too low. The same 
reasons which impelled Government to prescribe maxima 
and minima rates for the transportation of goods also dictated 
the adoption of a similar practice for passenger fares. Prior 
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bo April 1917, the maximum fare of each class was 50 per cent 
higlier than the minimum. The minimum for first class was 
12 pies and the maximum was 18 iiics per passenger per mile. 
The difficulties during the period of the war and the urgency 
of conservation of locomotive power to meet military and 
other essential traffic rendered it imperative to restrict passenger 
traffic. As enhancements prescribed within the maxima proved 
inadequate, the Government of India issued orders in April 
1917 raising the maxima fares. Compared with the minima, 
the enhancements resulted in raising the maxima to twice 
the minima for the first three classes. Thus the maximum 
for the first class became 24 pies per passenger ]ier mile. By 
1922-3, as a result of the increase in the cost of working ex- 
penses, the maximum was raised still further. The com- 
parative increase in the fares was as follows : 


Mlnimuiri 

Prior to 1917 12 pies 

April 1917 12 „ 

1922-3 12 „ 


Percentage of 
Maximum max. to min. 
18 pies 150 

24 „ 200 

32 „ 2(>()5 


While; therefore, the minimum was kdt untouched, the 
maximum was raised from 150 per cent to 2661 per cent of 
the former, thus widening the margin considerably. Des])ite 
the iiKU'case of the maximum to 32 pies, certain railways 
retained the maximum of 1917, as the effective rate, while 
others such as the B.B.&C.I., A.B., G.T.P., M.&S.M. and 
S.[. took advantage of the higher maximum to raise the fares 
to 30 pies. There were with a few exceptions, two scales in 
the rates, namely one for the first 300 miles and the other, 
which was lower, for the remaining distance travelled. Al- 
though some reductions were made by 1924-5 the position 
was generally as stated above. The fare for the first 300 
miles was 24 pies and for the remainder 18 pies. On the E.B. 
and S.I. the rate was 30 pies, but on the former the distance 
was reduced to 180 miles for the first scale after which a fare 
of 20 pies was applied. On the latter the faro for the excess 
over 300 miles was 22| pies, which was also the general rate 
on the trains other than mails, without limit of distance. 


20— 1511B 
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By 1929, further reductions were effected on most of the 
railways.'^ The lowering of fares took different forms. In 
some cases the fares themselves were lowered, and in certain 
others additional steps were introduced in the scales as on 
the E.I. In a few cases as on the G.I.P. and )S.I., the 
differentiation of distance was abolished and the principle 
of a uniform fare per mile regardless of distance was adopted. 
While in 1925 the steps in the scales of distance were generally 
two — 1-300 miles, and 301 miles and over — in 1929 the first 
step was reduced to 1 to 100 or 150 miles. This gave rise on 
the E.I. to an intermediate scale of 101-300 miles. Where 
the 150 mile-scale became the limit of the first stop, the second 
was reduced to 150 miles and over. 

During the depression attempts were made to prevent 
deterioration in passenger recoi])ts by modifications in fares. 
If we take the position in 1935, changes have been few in the 
basic fares. Only certain railways sought improvement by 
a reversion from uniform milage to distance scales, a diange 
from the latter to the former, or a slight enhancement of the 
fares for the longer distances. Thus, there was by 1935-G 
but a slight rise in the fares on the E.I., but the manipulation 
in the scales and enhancements produced in other cases an 
increase of even 33J per cent. 

The effective rate is that for the first distance. As the 
average leads on most of the railways for the first class passenger 
are less than 300 miles, and on many even less than 150 miles, 
the milage for the first step in -the distance scales, it may well 
be that the \)enefit of reduced fares for longer distances is not 
secured by the majority of first class passengers. 

While the basic fares remained generally as described in 
the foregoing paragraphs, there were a number of reductions 
below the basic fares offered in connexion with week-end travel, 
return faros, hohday concessions, etc., which represented a 
large volume of first class travel. It is not possible to estimate 
the effect of these concessions on total earnings. Further, 


7 Namely, the B.B&C.I., E.B., E.I., G.I.P,, M&S.M., N.V/. and S.I. Railways, 
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not all the railways were equally generous in the reductions 
offered. There was also no uniformity in practice. The level 
of the average receipts per passenger per mile is depressed 
as compared with the fares as much by those concessions as 
by the operation of the fares for longer distances on telescopic 
scales. 

The conclusions which emerge from the survey of first class 
passenger traffic on Class I railways arc : 

(1) Earnings from first class passengers fiave suffered so serious a 
deterioration as to render the prospect of a return to the older levels under 
normal conditions very remote. 

(2) Tile phenomenal d(icliue in the number of passengers provides 
important evidence that the first class passenger service is no longer as 
attractive as it used to be to the travelling public. That the reductions 
in faros and concessions during the prosperous years before the depression 
have had little effect in stimulating travel in that class and have also failed 
to arrest the deterioration, indubitably proves that the first class has 
definitely lost its hold on its former patrons. 

(‘J) The higher passenger milage against the decreasing numbeu* of 
passengers and the advancing average leads show that the first class is 
patronised only by long distance passengers and that short distance passen- 
gers have preferred to go either by a lower class or alternative modes of 
transport. 

(4) Average receipts per fii'st class passenger have, after the earlier 
decreases, risen to relatively higher levels, but the structure of fares has 
remained almost the same. 

SECOND CLASS PASSENGER TRAFFIC 

Number of passengers 

I'lie second class passenger service comes next to the first 
in order of cost, comfort and attractiveness. The statistics 
©f second class passenger traffic and earnings- are given in 
Table 41. 

The number of passengers travelling by second class was 
10*36 millions in 1923-4 and decreased to just under 10 millions 
in 1924-5. The traffic recovered to 10*39 millions by 1926-7, 
but gradually declined to 9*35 millions in 1929-30 and 5*25 
millions in 1933-4. The bottom was touched at 4*76 millions 
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1936-7 6n- 1 200 71*5 156 '68-7 iOO 1-10 80 0-31 70 1*42 

The percentages are worked out to three places. Source : Railwau Board's Reports, Vol. II. 
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in li)5(3>7. In considering these figures, it should be reuicui- 
ber(*d that second class passenger traffic witnessed an abrupt 
rise during 1923-4. This is borne out by the total figures for 
all railways since 1911.^ Taking the figures of all railways 
coniinencing from 1911, we find that the number of passongei's 
almost doubled within the space of one year, 1923-4, and this 
high level as compared with 1922-3 was maintained almost 
till the close of the prosperous phase of the separation period.’'^ 
(Comparing the performance of second class with first, ]>ass(mger 
traffic seems to have been better sustained in tlu^ i'oruKM*. Tlie 
number of second class passcaigers has exceeded, even during 
th(^ (h^pression, the avejage of the decade 1911-20. 4'he first 
class on the contiary. has suffei'cd so sciious a deterioration 
that the numerical proportion of the traffic since 1930 has 
shrunk to smaller dimensions than in 1900; in 1934-5, it was 
only one-half of the number of ])assenge]’s in 1911. 

Broad gauge railways a(*(^ount(Hl, as with first (?lass, hir 
tlu^ major portion of the second class tiaiTu*. They carried 
8*27 million passengers in 1924-5,. the proportion to the total 
on Cdass T railways being 83 per cent. This is about 10 per* 
cent higher than the proportion they had in respect of eai’nings. 
During the next three years there was a slight im crease. But 
from 1928-9 onwards tht? number declined, the losses during 
the depression being particularly heavy. The ])ercentage 
decreased to 82 in 1930-1, 50 in 1933-4, and 44 in 1930-7. 

Metre gauge railways fared better. (Starting with 1*00 
rnillioji passengers in 1924-5, they enjoyed higher levels 
of traffic, the peak of 1*87 millions, an iiicrease to 113 in the 
percentage, being reached in 1927-8. The dccj*ease during 
the succeeding years brought the percentage down to 101 in 
1929-30, after which there was a rapid decline to 63 by 1936-7, 
a level substantially higher than that on the broad gauge in 
the same year. 


Appoiidix, StatisUoal Statomoiil.. 

” A good part of tins iru roasi^ should ho ascribod to tlio iin-lusion of tho soasoo 
ticket holders under tho different classes witli elToet from J 1123-1. Th(‘re is imfortuiiately 
no indication of tho (extent of the traffic by classes to attempt an estimate of tho increase 
due to this change in statistics. 
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The trend as regards the number of second class passengers 
has thus been similar to tliat referred to in connexion with 
the first class, but the extent of decrease was less. 

Passenger miles and average leads 

The passenger miles for second class described an upward 
curve from 360 millions in 1924-5 to 469 millions in 1927-8. 
After that year they took a downward course and touched 
302 millions in 1934-5. The position with regard to passenger 
milage is about the same as we found in the case of first class. 
Until 1931-2 the milage travelled was well above the base, 
and even in 1934-5 the decreas(5 amounted to only 16 per cent 
as compared with 49 per cent in the number of passengers. 
There has, therefore, been much less deterioration as regards 
second (4ass passenger milage. 

Broad gauge railways, as in the other cases, did by far the 
largest proportion of the total. In 1924-5 they accounted 
for 281 million passenger miles, or 78 per cent of the total, 
as compared with only 76 millions or 21 per cent by metre 
gauge. The percentage variations during succeeding years 
were almost similar except for the fact that the broad gauge 
tended to be 3-8 per cent higher prior to 1931, and 1-3 per 
cent lower thereafter. But in the last two years, 1935-7, 
there was an imijrovement on metre gauge railways to just 
under the basic level. 

The character of the recession in the second class passenger 
milage was the same as that in the first class, but the deteriora- 
tion in the performance of the former was not so great.. In 
fact, the metre gauge grou]) was only 2 per cent skort of its 
basic level in 1936-7, as regaixls passenger milage, alt]iough 
it had 37 per c^ent less passengers. But the broad gauge had 
89 per cent of the ])assenger miles with only 44 per cent of 
the passengers. 

The distances travelled by second (*lass passengers have 
undoubtedly become longer as may be seen from the statistics 
of average leads. The average lead per second class passenger 
showed a uniform and steady increase from 36* 1 miles in 1924-5 
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to 68*7 miles in 1936-7, an increase of 90 per cent. Tlie lead 
on the broad gauge was lower and stood at 34 miles in 1924-5 
and doubled by 1936-7. On the metre gauge the average lead 
was longer, namely 46 miles in the basic year from which it 
increased to 72 miles or by 56 per cent in 1936-7. It may 
be seen from the figures given in Table 41, that the rate of 
increase in the first six years was approximately doubled 
during the depression period. 

The longer average leads on second class are not altogether 
a new development for our railways. Examining the average 
leads during the last quarter century, it is found that the leads 
started increasing from 1911. From 73 miles in 1911, the 
lead per second class passenger increased gradually to 107 
miles in 1916-7. Then followed a period of decrease to 67 
miles in 1922-3. As much longer leads were reached then, 
the long period movement may be stated to have been more 
towards a decrease than an increase. But during the thirteen 
years covered in the present survey, the leads have approxi- 
mately doubled ; but even this is less than the average length 
of journey during 1916-7. 

Earnings 

The earnings from second class amounted to Rs. 1*95 crores 
in 1923-4, and Rs. 1*85 crores in 1924-5. The trend of earnings 
during succeeding years was not one of such unrelieved deterio- 
ration as from first class. Although the pre-separation year 
did 5 per cent better and the curve of earnings was downward 
till 1926-7, there was an increase of 2 per cent in the following 
year. Since then the percentage declined to 96 in 1929-30, 
and to 74 in 1933-4. At the end of 1936-7, second class 
passenger revenues accounted for 77 per cent of the basic 
figure. 

The worsening in receipts, it may be observed, was not 
of such severity from year to year as that of the first class, 
and compared with 1924-5 the recession does not, taking the 
de]pression into account, appear to be so great. It is only 
when we focus our attention over a longer range that we discern 
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that the process of deterioration had in fact started much 
earlier. As the corresponding figures for Class T railways 
arc not available, the statistics of the performance of all rail- 
ways may be quoted. There was a gradual increase from 
1900 to 1920-1 in earnings from second class. The revenue 
ol)tained in 1911 amounted to Rs. 83*83 lakhs, and incnuised 
to Rs. 226*49 lakhs in 1920-1. It. is not possible from the 
statistical data available to isolate the increase attril)utable 
to the movement of troops and otlier factors during the war. 
But since the tendency towards an increase had prevailed 
throughout, it is safe to presume that a considerable portion 
of the increase was brought about by normal expansion. TIk^ 
figure touched in 1921-2 was the highosC reached. But for 
the interruption of a slight improvement during 1927-9, the 
])eriod which followed was one of continued decline for second 
class earnings. 

Jlroad gauge milways accounted for Rs. 137 lakhs or 74 
])er cent of the total in 1924-5. The receipts of the nudre 
gauge ill that year amounted to Rs. 44 lakhs or 24 per coni 
of th(^ total. After a short lived increase there ensued a steady 
and unvaried decrease in earnings from both groups till 1933-4. 
There was a tendency to im[)rove during the next time years, 
but even this was limited to the broad gauge lines. By 1936-7 
only certain railways were able to recapture part of tlu^ lost 
revenues, but this was counterbalanced by a further deterio- 
ration on othei's. The pen^entages given in Tahiti 41 indi(uite 
sonu^ uniformity as regards the movement of earnings on the 
two groups, though after 1929-30 the loss on the metrf^ gaugi^ 
proved larger. 

Three facts e!r^('-rge from Uie examination of the second 
class passong(‘r recei[)ts. Firstly, second class betrayed the 
same tendency towards a decrease as was noticed in first 
ydass. Secondly, ih(^ rate of decrease is nothing like so steep 
or rapid as in the receipts from first class, and this is borne 
out by the fact that even during the worst year of the depression, 
earnings decreased to only two-thirds of the peak figures of 



RAILWAY TRAFFIC : PASSENGER TRANSPORTATION 161 

1921-2, whereas on the first class revenues were almost half 
the peak figures of 1922-3. Thirdly, the deterioration in 
earnings, on the whole, was much less than that in the number 
of passengers, but more than that in the passenger miles. 

Average receijpts 

The average rate per second class passenger per mile was 
about half that of first class during 1924-37. It was 9’93 pies 
in 1924-5 as compared with 10*5 pies in 1923-4. There was 
a gradual decrease to 7*53 pies per mile in 1930-1. It was 
only during the depression that the rate increased to beyond 
the level of 8 pies. Between 1931 and 1937, second class 
fares averaged between 8*22 pies and 8*77 pies per mile. 

Second class fares on the broad gauge averaged 10*1 pies 
per mile in 1923-4, and decreased to 7*16 pies in 1930-1. During 
the succeeding years there -was a rise to 8*55 jiies in 1932-3 
and then a drop to 8*41 pies over the next four years. 

On metre gauge railways the average fare stood at 11*5 
pies per mile in 1923-4. As with the broad gauge there was 
a gradual reduction to 9*24 pies in 1931-2. Despite an increase 
to 9*46 pies in 1933-4, there was a further decrease to 7*96 
pies in 1936-7, the lowest average rate during the entire period. 

The average fares on individual railways showed considerable 
variations. Average receipts per second class passenger per 
mile in 1924-5 varied from 7*06 pies on the B.B.&O.I. to 12*9 
pies on the S.I. on the broad gauge and from 8*18 pies on the 
N.S. to 13*7 pies on the Jodhpur on the metre gauge. The 
receipts per passenger in 1929-30 showed a substantial decrease 
in both groups. After an increase during the first four years 
of the depression, there were considerable reductions on the 
metre gauge lines over the next three years. Let us now 
examine the changes in the basic second class fares. 

Second class passenger fares 

The structure of second class fares before the last war was 
similar to that of first class. The maximum and the minimum 
were "^laid down by the Government of India within which 
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the railway administrations were free to fix fares between 
these limits. The position prior to 1917 and thereafter was 


as follows : 

Minimum 

Maximum 

Percentage of 
max. to min. 

Prior to 1917 

6 pies 

9 pics 

150 

April 1917 

6 „ 

12 „ 

200 

1922-3 

6 „ 

16 „ 

266?i 


The increases in the maximum introduced in 1917 and 
1922-3 had the same effects as on first class. Thus the maximum 
which was originally 50 per cent higher than the minimum 
was, raised by 100 per cent in 1917 and 166f per cent in 1922-3. 
The increase extended the limits within which railways could 
fix fares to more than three times the range allowed under 
the original system. 

Prior to 1917, the fares applied to second class on most 
railways wore simple. Some of them had a uniform rate per 
mile regardless of distance and charged either thje minimum 
of 6 pies as on the S.T. or the maximum of 9 pies, as on the 
A.B., Burma and E.B. But most others had two scales, 
namely, 1—300 miles, and 301 miles and over. The fare 
for the first distance was usually the maximum or near 
it ; the fare for the second scale was pitched lower, usually 
the minimum. 

When the maximum was raised in 1917 and 1922-3, there 
were increases in fares. Some railways took full advantage 
of this to increase their fares to the full extent of the new 
maximum in 1922, such as the B.B.&C.I., M.&S.M., E.I. 
and G.I.P. The others kept their fares, or the fares for the 
first scale, slightly lower. 

From 1924 onwards the improvement in the general 
financial position encouraged railways to consider reductions 
in fares as already referred to, and by 1929 second class fares 
and scales reflected a substantial decrease as compared with 
1922-3. The reductions took the shape of either a lowering 
of the fares themselves or in the reduction of the distance 
for the first scale, or both. In the latter case, the lowe» fare 
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started earlier. Thus on the B.B.&C.I. in 1922-3 the fares 
were 15 pies per mile for 1 — 300 miles and 9 pies per mile 
for additional distances. In 1929, thp fares became 12 pies 
for 1 — 150 miles and 9 pies for additional distances. Con- 
cessions on holiday travel were offered on certain railways. 
Further facilities were given by a revised scale of charges for 
parcels and baggage, representing a reduction of 15 per cent. 
Thus during the period 1924-30, there was a tendency towards 
lower fares on most of the railways. It was also realized that 
the decrease of income in spite of the increase in the number 
of passengers was to bo attributed mainly to the lowering of 
fares. 

With the commencement of the depression and the con- 
sequent decline in earnings, certain adjixstments in rates and 
fares were introduced. A slight enhancement was made and 
the concessions previously given were partly withdrawn. A 
general idea of the charges for second class travel during the 
depression may be formed by comparing the faros in 1935 
with those in 1929. On half the Glass I railways there were 
no alterations at all. On the remaining lines an attempt was 
made to retrieve the losses or arrest further deterioration by 
manipulation of scales, distances and rates. The scales were 
abolished in favour of an equal milage rate or vice versa. In 
some cases the distances were reduced for the first scale. All 
those adjustments were carried out to check the decline in 
earnings. 

As the average loads have varied over the period within 
only 70 miles, the effective rate must have been the basic rate 
apiilied or the fare for the first distance of the scale where 
more than one step was introduced. The fact that the average 
fares have been lower than the basic fares may be explained 
by the effects of the concessions and reductions allowed on 
return tickets, etc., and the effects of the telescopic scales on 
receipts. 

It will be seen that second class fares also have been roughly 
the same from 1924 onwards. The shght adjustments here 
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and there helped to prevent undue decrease in traffic and 
earnings from this class. But viewing the situation since 
1924, changes in fares can hardly account for the general 
decline in traffic and earnings. We shall have to seek for 
the causes of this in factors other than changes in fares or 
the price of transport. 

The conclusions indicated hy the examination of second 
class passenger traffic may be summarized as follows : 

(1) Analysis of earnings and average rates and fares suggests that 
there has been during the period a certain amount of sustained demand for 
second class passenger services. The deterioration in receipts has been 
much less than was noticed in first class. 

(2) The second class betrays the same tendency as was seen in the 
first in regard to the number of passengers, which has decreased by more 
than one- half. But as in the first class again, passenger milage has been 
much higher as compared with the number of passengers. Thus in regard 
to traffic, the second class shows a much stronger position than the first, 
the losses in the number of passengers being almost offset by the increase 
in passenger miles. 

(3) As regards the distance j^refercnces of second class passengers, 
the increase has been similar to that of the first. The second class also 
has ceased to hold the same attractions to the sliort-distancc passengers 
as before. 

(4) The prospect of improving second class traffic and earnings appears 
to be more hopeful than in the case of the first class. 

INTER CLASS PASSENGER SERVICE 

Number of passengers 

The inter class passenger service stands midway between 
second and third. The volume of inter class traffic during 
recent years has been about twice that of first and second 
combined. The number of passengers in 1924-5 w^as 12’26 
millions. There was a rapid increase during the succeeding 
years which brought the total number to 17*96 millions, raising 
the percentage to 146 in 1929-30. With the beginning of 
the depression, there was a sharp decline. By 1931-2 traffic 
dropped almost to the basic level ; in the following year, the 
percentage, declined to 89. As a result of still further decreases 
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it came down in 1934-5 to 85. Only in 1936-7 was there a 
perceptible sign of improvement, as a result of which the 
percentage rose to 92. 

As may be seen from the figures given in Table 42, the bulk 
of the inter class traffic was handled by broad gauge railways, 
which had in 1924-5 11*24 million passengers or 92 per cent 
of the total number for Class I railways. The curves of increase 
and decrease during the pre- depression and depression periods 
were similar to those recorded by the total figures. Thus 
the percentage increased to 139 in 1929-30, after which it 
dropped to 81 in 1934-6. 

Inter class traffic on metre gauge lines was remarkable 
for the substantial increase recorded during the post -separation 
period. From less than a million in 1924-5, the number of 
passengers increased rapidly to 2*10 millions or, to 231 per cent 
by 1929-30. This phenomenal expansion affected the relative 
importance of the traffic on this gauge which increased from 
7 per cent to 12 per cent of the total for Class I railways. 
During the depression, the number of passengers was reduced, 
but even the decrease during 1932-3, the largest during the 
period on these railways, left the volume of traffic 35 per cent 
higher than in 1924-5. The next four years witnessed a 
recovery which raised the percentage to 171. Thus the metre 
gauge railways disclosed a substantially better record than the 
broad gauge. 

Passenger miles and average leads 

The passenger miles done in connexion with inter class 
passengers rose from 566 millions in 1924-5 to 756 millions in 
1928-9, the percentage increasing to 134. In the next year 
there was a small drop of 6 millions. At the end of the first 
three years of the depression the decrease amounted to 250 
millions and the percentage receded to 89. During 1933-6 
there was a slight improvement and tlie percentage stood at 93 
in 1936-7. 

The inter class passenger milage done by broad gauge railways 
amounted to 90 per cent of the total in 1924-5. The increase 
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during the next four years and the decline during the depression 
were similar to the movements in the total figures referred to 
above. The passenger miles on the metre gauge indicated a 
remarkable increase of 74 per cent during 1928-30. In this 
respect the transportation done was almost on the same lines 
as those denoted by the number of passengers in this group. 
There is to be seen also the same feature of relatively higher 
levels during the depression, as compared with 1924-5, in 
spite, however, of a large decrease. 

In one respect inter class traffic has differed from first and 
second classes. Whereas on the latter a higher passenger milage 
was shown as compared with the total number of passengers, 
on inter class the tendency has been towards a lower rate of 
increase. Thus the additional passenger milage amounted 
in 1929-30 to 33 per cent only as against 46 per cent in the 
number of passengers. The average leads are accordingly 
seen to decrease till 1930-1 and to increase only slightly, by 
2 to 3 per cent thereafter, a feature that is in marked contrast 
to the trends in first and second classes. As with the other 
classes, the increase in the average leads must have occurred 
through the loss of short distance passengers. The com- 
petition of road motor transport is particularly keen in the 
case of inter and third class passenger traffic ; part of the loss 
therefore may be held to have been caused through diversion 
of the traffic. It should be observed that this holds true only 
with respect to broad gauge railways, as the statistics of metre 
gauge record a comparative decrease in the average leads as 
compared with 1924-5. Generally speaking, however, there 
has been, taking into account the decrease from 1925-6 on- 
wards, a certain amount of steadiness in the leads of the metre 
gauge traffic in inter class. 

Earnings 

The trend of earnings from inter class indicates that the 
general position of the traffic receipts from this source was 
better than second class. Starting from 1924-5, earnings 
increased from Rs. 145 lakhs to Rs, 167 lakhs in 1927-8, 
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or, expressed as a percentage, to 116 which was the highest 
figure touched during the entire period under review. From 
the next year onwards there was a decrease;, the pace of 
which was accelerated during the depression. The per- 
centage of receipts declined to 108 in 1929-30 and to 76 in 
1933-4. There was no improvement till 1936-7, when it 
moved to 78. 

The comparative levels of earnings on the broad and metre 
gauges reflected the features referred to already in connexion 
with the volume of traffic and leads. The receipts on broad 
gauge were in conformity with the trends of lire total figures, 
but metre gauge lines showed, as might be expected from 
the additional traffic, substantially better results. Inter class 
earnings on the metre gauge stood 46 per cent higher 
during 1928-30. During the depression tliere was a decrease 
to the basic figure only. The earnings on metre gauge remained 
at this level during 1932-5, after which the percentage increased 
to 108 in 1935-6 and to 115 in 1936-7. Thus while inter class 
earnings in 1936-7 as compared with 1924-5 were 25 iicr cent 
lower on broad gauge, they stood 15 per cent higher on metre 
gauge railways. 

The movement of earnings from inter class appears on 
the whole to be in accord with prevailing economic trends 
and this is confirmed by the nature of the recession during 
the depression period. One may, therefore, take it that the 
improvement of earnings from this class is only a question 
of general economic recovery. If we examine inter class 
oarpings over a longer jjcriod, we observe a double cycle. From 
Rs. 95 lakhs in 1910, receipts increased to Rs. 191 lakhs in 
1920-1. There was a gi-eat decrease during the next two 
years, when they dropped to Rs. 138 lakhs, but earnings 
recovered again and increased till 1927-8, followed by the 
contraction as stated above. 

Average rates and pa^ssenger fares 

The average rate per passenger per mile on inter class was 
5*09 pies in 1923-4, the highest during the Avhole period. The 
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rate came down during succeeding years until it touched the 
level of 4 pies in 1929-30. After a slight increase to 4*24 pies 
in 1932-3, the average rate remained near about that level 
till 1935-6. In the following year, there was a further decrease 
to 4*11 pies. 

On the broad and metre gauges the average rate per passenger 
showed much less difference than was noticed in first and 
second classes. They tended to approach the same level, 
though the metre gauge stood slightly higher during 1925-36. 
In 1936-7 the rate was almost the same, namely 4*10 pies on 
broad gauge as against 4*11 pics on metre gauge. 

The structure of inter class fares before and after the last 
war may be seen from the following figures : 

Percentage of 

Minimum Maximum max. to min. 

Prior to 1917 3 pics 4J pies 150 

April 1917 3 „ 6 „ 200 

1922:3 3 „ 7'J76 „ 250/200 

* Higher rate for fast train .serviocs. 

Although the enhancements of the maximum in 1917 and 
1922-3 were similar to those in the upper classes, the difference 
between the maximum and minimum after 1922-3 was slightly 
less for inter class. Another feature was the differentiation 
introduced as regards fares by fast and ordinary trains. While 
the minimum was left as it was, the maximum of 6 pies per 
mile — the fare as increased in 1917 — was retained for the 
ordinary train service, and a higher maximum fare of 7J -pies 
per mile was adopted for the fast train services. The differ- 
ence between the maximum and the minimum was thus in- 
creased from 150 to 200/250 per cent. The comparative sim- 
plicity of the pre-war basis gave place to a somewhat elaborate 
scale. In 1913-4, for instance, some railways charged irres- 
pective of distance the maximum fare per mile, or a slightly 
lower fare. Some railways had two steps in the scale, 1-300 
and 301 and over, the fare for the latter being fixed lower 
than that for the former. The railways took full advantage 
of the raising of the permissive maximum both in 1917 and 
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1922-3, and the result was a complex fare structure with a 
differentiation carried out with regard to the mail (fast) and 
ordinary (slow) train services and distances. The twofold 
scales of the first 300 miles and the excess distance appear 
to have been adopted by more r^ilw^ys. The E.B. had a 
shorter distance, namely, 150 miles. Some systems in fixing 
fares disregarded both the distance and the distinction between 
mail and ordinary trains, such as the M.&S.M. and N.W. 
The reductions in fares after 1924 took the shape either of a 
lowering of the basic fare itself for the first distance, or of leav- 
ing the fare for the first distance undisturbed and lowering 
that for the second distance. With these reductions during the 
post-separation years came a further amplification of the 
scales. While two steps had become more widely used, some 
systems introduced a third step by reducing the first or the 
second distance or both. Thus the N.W. in November 1931 
had three steps, 1-50 miles at 5 pies per mile ; 51 to 300 miles 
at 4| pies per mile ; and additional distances at 3| pies per mile. 

Concessions such as reduced return fares, week-end travel, 
etc., referred to in connexion with the upper classes, the luggage 
allowances, etc., were also introduced for inter class. With 
the beginning of the depression, there were minor enhance- 
ments followed by a slight manipulation of the scales and 
distances, sometimes to arrest the decline in receipts or to 
meet road motor competition. But the structure of basic fores 
remained essentially unaltered. 

The average fores miist necessarily reflect the effects of 
these changes in the scales. In view of the differcn(;es from 
railway to railway, concessions and other factors, it is difficult 
to estimate them from the average figures for Class I lailways. 
As the average lead has been about 47 miles, it may well be 
taken that here also the fore for the first step has been the 
effective rate. The fact that there has not been any pronounced 
tendency during the entire period towards an increase or a 
decrease such as that observed in first and second classes 
proves that inter class traffic has, from the point of view of 
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traffic, been well sustained in spite of the depression and road 
competition. 

The present survey of inter class passenger traffic indicates that: 

(1) The number of passengers in inter class showed a remarkable 
increase till 1929-30. During the depression there was, of coui'se, a decrease, 
but compared with the traffic of first and second classes, this was far less 
serious. That decline was only to be expected as a result of lower eco- 
nomic activity and road competition which had developed in the mean- 
time. The fiict that the reductions, as compared with 1924-5, amounted 
to only 15 per cent in the worst year suggests that further increase may 
be naturally expected with the return of normal conditions. 

(2) The trend of passenger milage on inter class shows that while it 
has not increased to the same extent as the number of passengers during 
the pre-depression years, it tended to remain slightly higher after 1932-3. 
The percentage difference is so small that the railways have not, as on the 
first and second classes, lost heavily in short distance traffic. 

(3) This is confirmed by the fact that the average lead per passengc^r 
has remained generally stable, thus implying that despite road competition 
there has been no fundamental change in the character of inter class passenger 
traffic. 

(4) The metre gauge railways have disclosed a striking increase in 
both the number of passengers and the distance travelled by them, and 
the levels during the depression period were substantially higher as regards 
the number of passengers. Even in regard to passenger miles, the im- 
provement has been well maintained. 

(5) Making allowance for the decrease in rates, these features were 
shown in the trend of earnings which was upward till 1929-30. The 
decrease since then was greater than that indicated by the traffic factors. 

(6) The average rate level for inter class was also relatively stable 
from 1927-8. 

The future of inter class, in the light of these facts appears 
to be definitely better than that of first and second class. 

THIRD CLASS PASSEHGBR SERVICE 

From the point of view of traffic and revenues, third class, 
as stated earlier, provides by far the most important class 
of passenger service. It accounts for about 95 per cent ot 
passenger traffic and 90 per cent of passenger earnings. From 
the traffic and financial points of view, therefore, third class 
is virtually sjmonymous with passenger transportation by 
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rail itself. Let us now turn to the character of the traffic 
and earnings from third class during the post-separation period. 

Nuinber of passengers 

Class I railways carried, in 1924-5, 546 million third class 
passengers out of a total of 569 millions or 96 per cent. The 
number showed a steady increase during the next five years 
and, in 1929-30, was 595 millions, the percentage being 109. 
This was, in fact, the highest level touched. The decrease 
with the beginning of the depression is shown by tlie percentage 
declining to 99 in 1930-1 and 84 in 1933-4. A slight increase 
to 87 was recorded in the two years 1935-7. 

Broad gauge linos carried 340 million jmssengers in 1924-5, 
the proportion to the total on (Uass 1 railways being 62 per 
cent. There was a gradual increase to 366 millions in 1929-30, 
the .percentage as cx)mi)arcd with 1924-5 being 108. The 
decrease during the next four years brought the percentage down 
to 85. There was only a slight imj)rovcment to 89 in 1936-7. 

Metre gauge railways in 1924-5 carried 195 million 
passengers, or 36 per cent of the total number. They liad 
a larger percentage of increase during tlie pre-depression years. 
In 1929-30, they carried 218 million passengers, and the per- 
centage was 112. During the depression the decreases on the 
metre gauge lines appear to have been slightly larger and in 
1936-7 they had only 85 per cent of the traffic handled in the 
basic year. 

The relative importance of the trafiic handled by broad 
and metre gauge railways remaiiual generally undisturbed, 
though a slight increase in the former is to bo noticed during 
the depression. Although the percentage decreases in third 
class traffic have been substantially less as compared with 
other classes, in view of the magnitude of the traffic, the 
actual loss was considerable. 

Passenger miles and average leads 

The passenger miles of third class travel amounted to 
18,071 millions in 1924-5, or 95 per cent of the total 
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for Class I railways. Expressing the traffic of succeeding 
years in percentages, there was an increase to 102 by 1925-7, 
110 in 1928-9, and 116 per cent in 1929-30. From 1930-1 
onwards there was a decline similar to that noticed in the 
number of passengers to 90 in 1931-2 and 86 in 1933-4. The 
improvement in the next three years raised the percentage 
to 91 in 1935-6, which was maintained in the following year. 

The passenger milage on broad and metre gauges had 
approximately the same proportions as were seen in regard 
to the number of passengers. In 1924-5, the broad gauge 
accounted for 65 per cejit and the metre gauge for 33 per cent 
of the total for Class 1 railways. The increase during the 
first six years and the subsequent decrease during the de- 
pression on the broad gauge showed the same trends as the 
total figures, but the percentages were slightly higher. Thus 
the percentage of passenger miles during 1929-30 was* 118 
and during 1936-7, 94. Metre gauge railways, on the other 
hand, had lower levels both in regard to the pre- depression 
increase and the reccvssion during the depression, namely 112 
in 1929-30 and 81 in 1933-4. 

Comparison of the percentages relating to the number 
of third class passengers and passenger miles shows that the 
position with regard to the latter was somewhat better. 
Generally sjoeaking, the total figures disclose that the increase 
was greater before 1930 and the decrease less thereafter, in 
passenger milage, a tendency which was found in an accen- 
tuated form in the first and second classes. In the third 
class, of course, the difference is indeed much less, and the 
reason is to be found in the slightly increased leads. 

The average leads per third class passenger increased from 
33T miles in 1924-5 to 35T miles in 1929-30. During the 
depression, the leads varied from 33*7 to 34*8 mile’s. The 
broad gauge had longer leads, which increased from 37*7 miles 
in 1924-5 to 37*9 miles in 1929-30. In spite of a tendency to a 
decline, the average distance on the broad gauge was only 1 to 3 
per cent lower during the period 1931-7. The metre gauge 
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showed a comparatively lower level of average leads, which stood 
at 30*9 miles in 1924-5, but fluctuated between 29*8 to 31*3 
miles during the entire period. 

The average lead per third class passenger thus indicates 
a feature which is different from that observed in other classes. 
The leads have been more stable and have remained approxi- 
mately at 34 miles. Third class passenger traffic does not, 
therefore, appear to have fared so badly during the depression 
as other classes. Even in the worst year for this class since 
1920-1, namely, 1933-4, the record has been well above the 
highest figures touched in the previous decade 1911-20. 

Earnings 

The earnings from third class passenger traffic amounted 
to Rs. 32*47 crores in 1924-5. During the next five years, 
the percentage of revenues fluctuated between 98 and 102. 
In 1929-30, third class receipts wore just below the basic level. 
In the following year there was a large decrease to 88 and by 
1933-4 to 78. There was only a very slight improvement 
during the next two years. 

Broad gauge lines accounted for about two-thirds of 
the third class passenger receipts and metre gauge had 
just under a third. Thus, in 1924-5 out of a total passenger 
income of Rs. 32*47 crores, the former had Rs. 21*42 crores 
and the latter Rs. 10*46 crores. The receipts on broad gauge 
railways showed a slight decrease during the pro -depression 
period, while metre gauge lines had an increase of 2 to 5 per 
cent. During the depression there was a rapid decrease some- 
what similar to that observed in the total figures. The metre 
gauge railways showed a tendency towards greater deterioration. 

As the earnings from third class passenger traffic reflect the 
effects of changes in fares, we may now turn to the average fares 
per passenger per mile and changes in the basic fares charged. 

Average rates and passenger fares* 

The average rate per passenger per mile in 1924-5 was 
3*45 pies, which represents the highest level reached since 
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1923. There was a gradual decrease to 2*99 pies in 1929-30, 
or of 13 per cent. After remaining at this level during 1930-1, 
there was a rise to 3*18 pies in 1932-3, followed by a decrease 
during succeeding years. In 1936-7, the average rate came 
down to 2*95 pies. 

The average rate on broad gauge, was slightly higher till 
1927-8, but from 1928-9 onwards there was a pronounced 
decrease. As a result of this the average rate stood definitely 
lower than that on metre gauge. The average rate during 
1936-7 represented on both the gauges almost the lowest 
rate since 1923. 

The structure of third class fares has undergone important 
changes since the last war. The character of the changes 
may be seen from the following figures ; 

Percentage of 

Minimum Maximum max. to min. 

Prior to 1917 li pies 3 pies 100 

April 1917 l| „ I* „ 266? 

1922-3 U „ r)/4t „ 333^/266? 

* Mails aiul fast passenger trains only, 
t The liighoi’ rate for mails anti fast ])assongor trains. 

Before the war the third class fare structure was quite a 
simple s(*ate and on many railways the fares were the same for 
all classes of trains and in some cases for all distances. The 
maximum for third class was, as may be noticed, pitched higher 
than the percentage difference adopted for other classes, namely, 
twice the minimum. The enhancenients in 1917 introduced 
a differentiation between the ‘mail and fast passenger’ trains 
and ‘ordinary’ trains, and fixcnl the maximum of 4 pies per 
mile for the former. Thus, while the maxima for the first 
three classes were raised to twi(*e the minima, the increase in 
the maximum for third class amounted to 2| times the mini- 
mum. The further enhancements of 1922-3 made the differen- 
tiation between the ordinary and fast services a permanent 
feature, and increased the difference between the minimum 
and maximum. The maximum for fast train services was 
fixed at 3-^ times the minimum, while that for ordinary services 
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was fixed at 2| times the minimum. Thus the percentage 
increase in the maximum fares for third class was the highest. 

The adoption of liigher rates for mail and express passenger 
services was followed by the introduction of telescopic scales 
on most railways. In a few cases the telescopic basis was 
further elaborated from two or three to four steps in the scale. 
Thus on the East Indian, the steps as revised during 1920-7, 
wore as follows : ^ 

1—50 miles 5 pies per mile 

51—300 „ 4 „ „ „ 

301— ()()() „ 2| „ 

001 and over 2 ,, ,, ,, 

As thh-d class provides over 90 per cent of the traffic and earn- 
ings the changes in basic fares may be examined more closety. 
The first step in the telescopic scale is not less than 50 miles 
and the average lead for thhxl class passengers varies only 
from 33 to 36 miles. The telescopic scale does not, therefore, 
affect the bulk of the traffic. A coni,parison of the charges 
on some Class 1 railways for the first fifty miles since 1910 
is interesting. 

(Pies 2 >er mila 2 >er passenger) 

Percentage 




mio 

1017 

1022 

1935 

increase over 19 10 

B.B.&C.l 

. (B.G.) 

2-25 

3 0 

3-25 

4'5/3‘75 

200/167 


(M.a.) 

2-0 

2-5 

3 25 

4-5/3-75 

225/189 

B.N. 


2-0 

30 

3-5 

4 5 

250 

E.B. 


2*5 

30 

3-5 

3-5 

140 

E.I. 


2-5 

3-0 

30 

3 5 

140 

G.l.P. 


2-5 ■ 

30 

40 

4-0 

160 

M.&S.M. 


2 0 

2 5 

3 5 

4-5/4-0 

225/200 

N.W. 


2-25 

30 

3 5 

3 0 

133 

SI. 


2 0 

2 5 

3 75 

3-5 
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The enhancements during twenty-five years in the basic 
third class fare represents an increase of 40 to 150 per cent. 
Considering the changes in the value of money, wage scales 
and standards of living during the period, the increase probably 
does not exert an unfair imposition on third class passengers. 

It is not possible to distinguish the effects of the reductions 
and telescopic scales on third class traffic and leads. The 
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statistics ' of average leads do not disclose any great change in 
spite of the telescopic scales. The increase in the suburban 
traffic near the larger cities during recent years would in any 
case tend to obscure the effects of longer leads. An even 
more seriously disturbing factor during the last decade has 
been road motor competition which has caused a diversion 
of short distance traffic. The effects of these factors com- 
bined with the influence of general economic conditions arc 
probably more important to third class traffic and receipts 
than mere changes in rates and fares. 

The foregoing study of third class passenger traffic and 
receipts indicates that : 

(1) Tlic^ number of third class passengers showed a substantial increase 
during the pre^-depression period, particularly on metre gauges linos. The 
increase was not so great as in inter, but in view of the magnitude of the 
traffic handled, even the moderate increase implied a large volume of traffic. 
During the depression, except for one year, 1933-4, the number of passengers 
stood 13 per cent less than in the basic year. Taking the effects of the 
depressed economic conditions and road motor competition into consi- 
deration, it seems safe to state that the record is not on the whole dis- 
couraging : in hict it proves the stability of third class passenger traffic. 

(2) This is confirmed by passenger milage statistics, th(^ percentages 
of which have moved with those of the passengers, thus proving that there 
has not been any fundamental change regarding the distance preferences 
of third class passerigers. This is again confirmed by the average leads, 
which show an increase of only G per cent during the entire period. 

(3) The earnings from third class passengers indicate only a slight 
change, within a range of 2 per cent on either side of the basic figure till 
1929-30. The main reasons why the receipts from third class did not 
respond to the increase in traffic are to be found in the large reductions 
in f{^res introduced during the years immediately preceding the beginning 
of the depression. The fact that the rates were left in the main undisturbed 
in the face of declining traffic accounts for the comparatively lower levels 
of income as compared with traffic. 

(4) The average rate level was relatively stable during the period 
1927-34, after which there has been a tendency towards a further decrease 
due in part to increased leads. 

The survey of passenger traffic and earnings attempted 
in the j)reeeding pages reveals certain remarkable divergences 



RAILWAY TRAFFIC : PASSENGER TRANSPORTATION 


179 


in passenger transportation on Indian railways. The ten- 
dencies disclosed by the statistics of traffic and earnings of 
the four classes during 1924-37 already foreshadow significant 
changes in the character of the transport demand. That 
they are calculated to modify profoundly the rail passongei* 
service in the immediate futime appears to be certain. Before 
concluding this chapter, wo may refer briefly to the cliaracter 
of these developments and the probable outcome that may 
have to be faced. These are grouped under throe heads : 
the future of upper class passenger service ; tlu^ problem of 
inter' class; and the cost of rail travel in India. 

UPPER CLASS PASSENGER SERVICE 

The story told by the traffic and financial results on hrst 
and second classes in the preceding paragra])hs discloses a 
rapidly contracting spiral. The decline in receipts and traffic 
was especially severe on the first. The statistics indicated 
that short distance passengers had decreased considerably. It 
is the sliort distance passenger who in normal times contributes 
the largest proportion of profit from passenger trans]:)ortation. 
Under the telescopic scales the short distance ])assengor pays 
more in proportion to the distance he travels. In view of 
the limited length of his journeys, ho does not take up as much 
accommodation as the long distance passenger, thus enabling 
the railway to earn more for the space provided. The trends 
of traffic during the last fifteen years indicate that it is pi’ccisely 
here that the railways have been seriously affected. The 
decrease in short distance passengers is brought out clearly 
in the zone statistics of the East Indian Hallway, reproduced 
in Table 44. 

It may be observed that the passengers travelhng up to 
50 miles accounted in 1926-7 for nearly one half the total 
number in first class, and more than two -thirds in second 
class. Whereas the decrease for the longer distances in the 
succeeding years has been comparatively limited, that for 
the first 50 miles has been considerable. It is for this distance 
that the competition of the private automobile and buses has 
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TABLE 4L NUMBER OE UPPER CLASS PASSENGERS ON THE E.I. 


(lift thousands) 




First class 



Second clc 


Divstance 

1920-7 

1929-30 

1930-7 

1920-7 

1929-30 

1930-7 

1—50 

47 0:1 

40 59 

20-75 

427-71 

370-80 

234-00 

51—100 

8-75 

11-51 

600 

• 40-25 

50 17 

37 09 

101_150 

10-23 

11 30 

0-22 

37-34 

41-24 

29-44 

151—200 

0-75 

0-34 

5-14 

21-99 

23-70 

22 19 

201—250 , 

3-18 

3-00 

203 

10-32 

10 81 

12 90 

251— :300 

3-02 

4 15 

2-73 

11-01 

14-70 

11-87 

301—400 4 

7-91 

f 0-33 

4 58 

24-50 

f 24 20 

17-85 

401—500 J 

t2 12 

1-27 

112-88 

0-87 

501-000 

3-22 

503 

5-09 

5-35 

9-37 

0-39 

001 & over 

8-90 

9 71 

7-79 

21 18 

27-83 

24-01 

Total 

99-04 

100-07 

07-00 

011-72 

597*88 

013 94 


been ni( 3 st clFoctivc. The class of patrons who use^l to travel 
formerly by the upper classes arc now largely those wlio can 
afford to own private cars of their own, whicli on sliort dis- 
tances liave proved superior to rail travel in ])oint of conv('- 
nicnce, flexibility and cheapness. This fact has to be recognized. 
The railways can no longer look forwarrl to tlie return of earliei' 
levels of upper class traffic. 

In the light of these considerations, the future of the two 
classes appears to be uncertain. Maintonan(‘e of tliese two 
classes is seriously jeopardized by the attenuation of both 
traffic and revenues. It is, therofor(^ necessary to consider 
what f)ro3p0cts the operation of the upper class passenger 
services has in the near future and whether their retention 
is economically justified. 

As the unit of operation is the train, we may first of all 
examine the number of passengers in first and second classes 
per train during the period. The average number of passengers 
per train stood as shown in the following table. 


PASSENGERS PER TRAIN IN FIRST AND SECOND CLASSES 


Year 

First class 

Second class 

Year 

First class 

Second class 

1924-5 

1-3 

4-5 

1931-2 

0.90 

3-0 

1925-0 

1-3 

4 4 

1932-3 

0-9 

3-3 

1920-7 

1-3 

4 0 

1933-4 

0-8 

3-2 

1927-8 

14 

5 0 

1934-5 

0 8 

3 1 

1928-9 

1-3 

40 

1935-0 

0-8 

3 2 

1929-30 

1-2 

43 

1936-7 

0-8 

3 2 

1930-1 

1-0 

4-0 
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EAILWAY THAFErd : 

It may be seen from these figures tliat there was a 
general decrease in the average number of passengers p-or train 
in both classes. The decline has boon greater in first, having 
dropped from T3 to 0'8, and from 4*5 to 3*2 in second. During 
the thirteen years, 1924-37, there lias thus been a decrease 
of 38 per cent in first and 29 ])er ccait in s(u*ond. Taking the 
ave^rage figures i[)Oy train, it is clear that for every four trains 
carrying one fijrst class passenger, oue travels empty. This 
has, however, to be considered in relation to the increased 
train milage relative to the traffic, introduced in response 
to demands for additional accommodation and complaints 
of overcrowding in the lower classes. But the decrease in 
the number of passengers lias bc(^n greatci* tlian that attri- 
butable to a mere increase in the number of trains run. 

The effect of the decrease iu tlu^ average passenger load 
on the remunerativeness of the ui)pcr class passongca* service 
is brouglit out clearly by the earnings per seat. Idle average 
receipts per seat in first aaid second classes were as follows : 

EARNINCtS FEU SEAT 
First class So(H)ud class 

l92t-5 1929-:i0. 19:16-7 1924-5 ]929-:>0 1936-7 

Broad gauge Ks. 422 345 2S1 329 344 255 

Metre gauge Rs. 239 200 122 340 315 222 

Compared with first, second class seems to be a better 
revenue producer to the railway. 'rims the avca*age receipts per 
seat in second class on the metr*e gauge have been very much 
higher than in first. Kven on broad gauge the difference has 
been reduced to a stnall figure. The average earnijigs per first 
class scat as compared with second class on the broad gauge 
were almost the same in 1929-30 and about 10 per cent 
higher in 1936-7. It miry be (questioned whether it is worth 
while maintaining an expensive and luxurious first class passcuiger 
service for so small an aniount of extra revenue. 

Probably a bettei’ result might have been obtained if the 
equipment maintained had some ixdation to the volume of 
traffic. The steep decline in both traffic and earnings 
has not until recently had any influence on the seating 



182 


RAILWAY TRAFFIC : PASSENGER TRANSPORTATION 


accommodation provided. Expressing first and second class 
accommodation in terms of the number of seats, the position 
during the period 1924-37 is shown by the figures quoted 
below. 

TABLE 45. PROVISION OF UPPER CLASS SEATS COMPARED 

TO TR AFFIC 
(1924-5 = 100) 


FlPvST CLASS 


Bioad gaugo Metre gauge 


Year 

No. of pasHeiig(U's 

S(‘ats 

No. of pass(‘jigers 

Seats 

1925-6 

93 

10 1 

98 

101 

1926-7 

92 

105 

98 

102 

1927-8 

89 

103 

94 

100 

1928-9 

83 

106 

85 

102 

1929-30 

73 

106 

77 

, 105 

1930-1 

()l 

112 

68 

107 

1931-2 

46 

116 

56 

110 

1932-3 

39 

115 

51 

110 

1933-4 

37 

113 

50 

109 

1934-5 

37 

111 

50 

108 

1935-6 

36 

107 

47 

108 

1936-7 

36 

105 

51 

115 


SEC^ONI) CLASS 



Broad gauge 


Metro gaug(‘ 


Year 

No. of passengers 

Seats 

No. of passengers 

Seats 

1925-6 

102 

102 

104 

103 

1926-7 

104 

101 

105 

106 

1927-8 

102 

94 

113 

103 

1928-9 

96 

94 

108 

106 

1929-30 

92 

92 

101 

108 

1930-1 

82 

97 

90 

113 

1931-2 

59 

109 

73 

115 

1932-3 

52 

109 

69 

114 

1933-4 

50 

110 

66 

115 

1934-5 

48 

108 

66 

114 

1935-6 

46 

107 

65 

117 

1936-7 

44 

104 

63 

108 


4110 comparison between the number of passengers in each 
class and the accommodation provided shows that there has 
been an in(;reasing disparity between demand for, and supjily 
of, upper class accommodation. This is to be noticed in the 
pre-depression year itself. In 1929-30 as compared with 1924-5, 
for instance, as against a decrease of 27 per cent in the number 
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of first class passengers on the broad gauge, the seating capacity 
increased by 6 per cent. By 1936-7, when the passengers 
had decreased by 64 per cent the seats provided stood 5 per 
cent higher than in 1924-5. The difference between the equip- 
ment and the traffic was even greater during the period 1930-5. 
It is, of course, not possible to effect a prompt adjustment of the 
supply of accommodation to every change in the volume of 
traffic. The addition of coaching stock or its reduction takes 
time. While, therefore, the situation during individual years 
may disclose a lack of adjustment, there should, over a series 
of years, surely be a tendency towards an apjiroximation. 
Thus considered, the percentages of the number of passengers 
and the seating capacity on the two upper classes indicate 
that the decline in traffic has had little effect on the latter. 
There appears to be no justification for permitting so large a 
disparity to continue. The Wedgwood Committee in their 
report stated : 

Wc cannot help feeling that the whole question of upper class accoiniuoda- 
tion should be reviewed. The volume of first and second class traffic is 
small and has been diminishing rapidly : and this tcndcMicy, so far as w(‘ 
can learn, is likely to continue.... tlu're is room fora reduction ol^ 
upper class accommodation, and we recommend that this potential eco- 
nomy should be fully investigated. We also recommend that the possi- 
bility of combining first and second (dass accommodation, and of esta- 
blishing a single upper class on all trains, should receive the special attention 
of the Railway Board. 

An attempt to reduce the number of seats provided has been 
in evidence only during recent years, but the decrease effected 
was too small to affect the capacity left uniitili/.ed through 
the de(;line of passenger traffic. War-time increases in traffic 
have for the time being postponed furtlier pursuit of the 
matter. 

The question as to whether the upper class passenger 
service has been remunerative or not cannot be answered with- 
out an examination of the costs of ])roviding it. ITnfortunately 
the accounts relating to carriage accommodation are not 


^ed^wood Committee Report, pam 71, p. 41. 
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maintained on the basis of classes. The adoption of com- 
posite construction during recent years makes' it difficult to 
distinguish the xmoportionate cost of the upper classes. But 
surely sucli information is essential to check whether the 
service pays for itself ? According to a very approximate 
estimate based on the available seats arid estimated costs of 
broad gauge coaches of uniform class, the earnings per seat 
during 1936-7 were stated to be 11 per cent for first class ; 
16 1 per cent for second class ; and 80 per cent for third class. 

Tf instead of capital outlay per seat, the estimated annual 
interest, depreciation and maintenajice costs per seat are 
taken, the earnings per seat during 1936-7, expressed as a 
percentage of such costs, were 112 jier cent for first, 167 per 
cent for second, and 887 per cent for third. These figures 
indicate that (tamings have not beeji less than the costs thus 
computed. But the full costs of the upper class passenger 
service do not ap])ear to have been included. There are other 
items such as the proportionate expense of trans])ortation, 
the cost of amenities provided throughout the line, such as 
comfortable waiting rooms, refreshment rooms, dining cars and 
other facilities. When the full financial costs attributable 
to the upper classes are taken into account, it is doubtful if 
upper class passenger traffic, especially first class, pays for 
itself. 

Tn the absence of adequate data it is impossible to pronounce 
judgement on the financial results to railways from the opera- 
tion of first and second class services. Even taking the esti- 
mated figures as to the cost of interest, maintenance and 
depreciation alone for first class, there would appear to. be 
a net gain to the railways if first (lass is abolished through 
a reduction in tlu^ fixed charges on this account. Quite apart 
from this gain there are othm* definite advantages to be secured 
from the reduction of classes. Thus the elimination of first 
class would lead to- a. decrease in the w^eight of trains and a 

Answor to qiiosiion No. (514 bv Hon. A. 0. (!low, Lrgislativr. Debates^ 

Vob V, No. 4, p. 1.123, 1938. 
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corresponding decrease in coal consumption, additional accom- 
modation for lower classes, etc. Savings are likely to accrue 
from ticket inspection to prevent passengers travelling in a 
higher class, restaurant cars, waiting rooms, refreshment rooms ; 
reduction iu cleric^al labour and accounting, in time lost by 
trains drawing up twice at stations, avoidance of the necessity 
for lengthening platforms, reduction in time occupied in 
marshalling trains, reduction in stocks of carriage equipment 
etc.^.^ 

The case for decreasing the number of classes of passenger 
service on Indian railways has been gaining ground. Several 
railway administrations liave already abolished first class 
on branch lines, and in some instances, both first and second 
classes have been eliminated. The process, is likely to 
continue and pro tanto relieve railways from the waste un- 
avoidable in the present system of operating two upj^er classes 
of passenger transportation. 

THE PROBLEM OF INTER CLASS 

There has been some hesitation on the part of Indian rail- 
ways to adopt intermediate class for regular passenger services. 
Even now certain railway administrations, such as the 
S.T.(B.G.) and the N.S., do not maintain this class. From 
the operating standpoint, there are undoubted advantages 
in favour of a reduction in the number of classes. A smaller 
number conduces to greater simplicity and smoother working. 
A writer, who has advocated the abolition of the inter class 
since 1903, has recently expressed himself as follows : 

‘Sotting aside various oconoinios similar to those mentioned on British 
lines, when the second class was scrapped, imagine what it means to a busy 
booking clerk having fonr sets of tickets to issne, four lists of fares to consult 
and four sejwate accounts to keep. And similar duplication goes on 
in the Audit and Printing Departments and everywhere else. Then picture 
for a moment what a help it would be to ignorant, illiterate passengers 

Railway Gazette, 12 July 1935, artiolo entitled : ‘Would it j)ay to abolish first 
class ?’ 

13 Railway Board’s Report 1938-9, p. 75. On the Class I railways, excluding 
Mysore Railways, there was a reduction of 374 seats in 1937-8 and of 1,473 scats on first 
class in 1938-9.‘ 


24— 1514B 
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whose time and temper are tried to the utmost in endeavouring to distin- 
guish between intermediate and third class carriages on crowded trains, 
especially at night time. At present scarcely any one of them knows where 
to get in. Siii'(‘ly it would be an immense assistance if either of the two 
classes did not exist. 

While the case for simplification of the classes rests on 
strong grounds, the survey of the traffic and eai’iiings from 
inter class does not appear to justify its total abolition. Inter 
class traffic has shown a better response to changing conditions. 
This class has pi'oved itself admirably suited to the requirements 
of Tbnt stratum of the travelling public whoso standards ©f 
living arc above the lowest. Firstly, the interposition of this 
class tends to reduce the loss arising from second class passen- 
gers trav(dling by the next lower class. Secondly, it may also 
h(d[) to attract* passengers from third class who may find second 
too ex])ensive. It is this social group which may be expected 
to react strongly to every improvement in economic conditions 
in this country. ^ Thirdly, with the elimination of the first 
class, the reduction of the number of classes from four to 
thi'ce will effect the same degree of simplification, but with 
decidedly better financial results to railways. Finally, the reten- 
tion of inter class is likely to assist railways to compete more 
successfully with the increasing road competition. A subs- 
tantial proportion of the travelling public who have been 
diverted to the roads would be induced to travel by rail, if 
travel by the latter is made more attractive. The installation 
of fixns during the hot weather, better service at stations and 
improved amenities to passengers may render inter class more 
attractive to the public even at a charge slightly higher than 
third. The xiroblem of effective competition with the roads 
and increased passenger income is essentially one of retaining 
the present third class traffic and coaxing it to . travel by a 

i'* Goorgo HiKidloston, History of the East Indian Railway^ (Part II), 1939, p. 38. 
Mr. Hiidcllosioii’s further remarks are to the point : Tt should also he romemberod when 
talking of throe or oven four classes, that it is not unusual to find on some Indian trains, 
refreshment ears for Europeans, besides separate compartments for Hindu and Moslem 
refroshnpnts, postal vans, ice vendors, compartments for women only, private saloons 
for high oflicials of Government, big Indian potentates or railway officials. In a word 
an Indian ti’ain is generally a conglomeration of vehicles mixed up anyhow, why not 
then do something material to simplify it ?’ P.30. 
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superior class at higher fares. The class which offers great 
possibilities in this respect is inter. 

STATE MANAGEMENT AND PASSENGER FARES 

We may now refer to the view generally held by many 
in India that passenger fares will tend to be lower under state 
management, as Government, not subject to the temptation 
of maximising profits, will be more inclined to follow a })()licy 
of cheaper fares. The expectation of lower cost of travel was 
certainly behind the demand for state management after the 
last war. It is interesting to consider how far this hope was 
justified during the post -separation ])eriods. Taking the four 
state-managed and four company-managed broad gauge lines 
as two groups, the average rate per passenger ])er mile for 
the four (Masses of passenger service compared as shown in 
Table 46. 

TABLE 10. TREND OF AVERAGE FARES ON STATE^MANAGED ANJ) COMPANY- 

MANAGED RAILWAYS 

(Broad Gaiiok) 

{Per per mile) 

1924-5=- loo 

Slrtto-iiiaurtgofl Company -iiuinagod 


1024-5 1029-30 1930-7 Porcentagos 1924-5 1929-30 1936-7 Percoiitagos 




(Til j)ioH) 


1929-30 

1936-7 


(In pios) 


1 929-30 

1936 

Firsl 

21.0 

14.S 

17.0 

70 

81 

22.1 

18.7 

19.4 

85 

88 

Sooond 

9.99 

7.19 

s.os 

75 

87 

10.23 

8.84 

8.81 

86 

86 

Iiitor 

5.27 

L27 

4.38 

81 

83 

4.42 

4.81 

4.65 

109 

1 05 

Third 

3.52 

2.94 

2.91 

84 

83 

3.63 

3.25 

3.25 

90 

90 


Average rates on the state-managed lines in 1924-5 were 
definitely lower for all classes except the inter, as compared 
with the company-managed lines. The general reductions 
during the next six years brought- down the average rates 
in both the groups, but the difference in the percentages indi- 
cates that the state-managed systems were more generous to 
the public. The increase in inter class rates on the com])any- 
managed railways is significant, and is not entirely due to 
increased suburban traffic. In 1936-7, except for the 
increases under the upper classes, the average rates presented 
essentially the same picture. It is, of course, not fair to argue 
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on the basis of average rates alone without taking into account 
the differences in tlie cost of operation on individual systems, 
the density of traffic, new factors such as a large increase iu 
suburban traffic, etc. But the average figures disclose a trend 
so definite as to justify ]jublic expectation of cheajier fares 
under state management. 


COST OF RAIT. TRAVEL 


It is commonly held tliat third class ])assengei’ fares on 
Indian railways an^ the lowest in the world. Comparing the 
average fares in India with those charged in other countries, 
Indian railways cej'tainly show, with the exception of th(^ 
Japanese railways, the lowest rate of earnings per passenger 
per mile. The aveiuge fares for passenger journeys in certaifi 
foreign railways, converted into Indian money, arg given 
in the following table. 


COMPARATIVE SI^AITSTICS OP AVERA<tE FARES PER PASSENGER 

P]i:R MILE* 


Railways 

Year 

Avera][^(‘ rate ])ef mil(‘ (in ])i(^ 

Canadian railways 

1935 

11-4 

Canadian Pacific 

j » 

11-3 

United States railways 


10- 1 

German railways 

,, 

8-4 

New South Wides 

1934-5 

74) 

Victorian : Suburhan 

19354) 

r)-9 

Country 


lOH 


Japaiiose railways ,, 2 5 

Indian railways, Class I ,, 2-25 


* Figures taken from ofticial soinvos and eonverfcod at par. 


It should ^be borne in mind that the bases of charging fares 
in other countries differ. .No other country has four classes, 
and even the three classes which some countries have are 
gradually being reduced to two. On British railways, second 
class is almost eliminated and the standard fares converted 
into Indian money at par are 26*6 pies per mile for first class 
and 16 pies for third. The basic fares for the different classes 
of passenger service in certain foreign countries, . converted 
into Indian currency at par, are shown in the Table 47. 
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These figures, however, do not indicate the actual fares 
which are in many cases lower, oven substantially lower. Thus, 
in Great Britain, prior to the war-time restrictions since 1939, 
except in the case of single journeys, the number of tickets 
issued at the standard fares is considered small, and the majority 

TABLE 47. BASES OF PASSENGER FARES ON FOPvEIGN RAILWAY 

SYSTEMS* 


(Pics per passenger per mile) 


Railways 

First 

Second 

Th\rd 

Great Britain : 




L.N.E.R. 

2()-7 


10-0 

G.W.R. 

26-7 


100 

Canada : 




Canadian Pa(4fie : 




East of Rockies 

ISl 

15-7 


W(‘st of Rockies 

20 1) 

ISl 


France : 




P.L.M : Basis 

15 0’^ 

10-0 

00 

Tax 

10 0 

00 

40 

State : Basis 

15-0 

10-0 

00 

Tax 

50 

4-2 

2*0 

German State 

Swedish Govt. : 

17*0 

11-7 

8*9 

Oixlinary trains 

20:1 

12-4 

7-2 

Supplement for Express (‘tc 

:kS'7 

15-8 

70 

New Zealand (Average) 

16-0 

10*7 


South Australian : 


Single Ri'turn Excursion 

Metropolitan 

125% of 
Second 

505 

8-52 0-4 

Country 


10-9 

25-4 191 

* Tlio furOvS takoii tor thi^ tabks 

Iroiii olUcial soiirci's lofor to the 

year.'. IhlU-o for all 

railways witli tho cxrpptioii of tlit^ 

Now Zealand raili 

-vays fur which 

figures have 

been used. 




of passengers, probably 90 ])er cent, 

UwSed the ‘cheaj) fare fad- 

lities.’ The monthly ret 

urn tickets which were 

largely in nse, 

in fact to the extent of re])lacing 

the standard fares, were 


issued between any two stations in Great Britain (with a few 
exceiitions) and available outward and return for one calendar 
month. The basis of fares for th(\se tickets was a single fare 
and a third for the return journey, that is, R/ per mik^ for 
third class aud 50 per cent more, that is, per mil(', for first 
class. In the majority of cases, the minima of first class 

and 2.s-6d third class were applied. There were also a large 
number of other concessions offered for passenger travel, such 
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as reduced fares for tourists, circular tours, week-end and 
night travel, bargain travel on Sundays, anglers’ day tickets, 
ramblers’ return tickets, walking tours, family removal, ‘day 
and half day’ excursions, season tickets, quantity discounts 
for pleasure parties, camping parties, etc. Such facilities 
are common on most foreign railway systems also anjl the 
general bases quoted above are practically the maximum as 
distinguished from the actual fares charged. These reductions 
have the effect of bringing down the fares the ordinary passenger 
is cajled upon to pay to much lower levels than the basic fares. 

Compared with foreign railways, the bases of passenger fares 
in India are certainly lower. But allowance has to be made 
for the differences iu the comforts provided, the average jjer 
capita income, the standards of life, etc. The statistics of 
national income, per capita travel, and per capita expenditure 
on travel given in the following table indicate that there are 
considerable differences between the conditions in India and 
other countries. The statistics arc not strictly comparable 
owing to the differences in the j)eriods covered by them, (luc- 
tuations in the exchange rates and other disturbing factors. 
But they do offer an approximate index to the capacity of the 
average person in the various countries to pay for travel and 


TABLE 48. NATIONAL INCOME, PER CAPITA TRAVEL AND 
EXPENDi rURE ON RAIL TRAVEL IN CERTAIN COUN PRIES 


Couiitpy 

National income* 

Per capita 

Per capita expen- 





travel 

diture on travel 



Rs. 


(in miles) 

Rs.f 

Year 

Or. Britain 

1,013 

(1031) 


20-6 

1031 

Franco 

550 

(1028) 

430 

0-2 

1031 

Germany 

520 

(1025) 

287 

124 

1033 

Italy 

320 

(1027) 


4-7 

1031 

U.S'.A. 

1,100 

(1032) 

130 

8-3 

1033 

Canada 

1,268 

(1030) 

160 • 

2L4 

1031 

Australia 

1,306 

(1024) 


26-2 

1033 

S. Africa 




0*5 

1031 

Japan 

27 i 

(1028) 

240 

7-4 

1030 

India 

665 

(1031) 

40 

0-08 

1033 


* Figufes for (^uiada and Japan from Sir M. Vuvosvarayya, }‘lannt(I Economy 
for India, and for other eouutrios from Jather and Jhu-i. Indian Economics, VoJ. II, 

1941, p. 145. 

f Tlioso figures have boon convortoil at tho enrront rates of exchange in the 
year relating thereto. 



RAILWAY TRAFFIC : PASSENGER TRANSPORTATION 191 


the enormous difference in that capacity between the travelling 
public in India and other countries. 

Indian railways under normal conditions offer reduced 
fares to certain classes of passenger traffic, such as to athletes, 
entertainment parties, circus troupes, students, etc. But 
their influence in stimulating traffic appears to be limited, 
as the traffic so far developed has been only of an occasional 
or sporadic cTiaracter. Somewhat more important are the 
effects of reductions in fares for travel in connexion with socio- 
religious festivals during the Durga Puja, Dewali, Christmas, 
New Year and Easter holidays. They have induced increased 
travel and brought to railways additional earnings. Indian 
railways have only recently endeavoured to adopt a bolder 
and more enterprising policy. In a country of the extent 
of India, full of places of pilgrim and historical interest, there 
is vast scope for developing new traffic. A properly planned 
and comprehensive campaign is bound to extend the passenger 
travel market in India very considerably. The essentials 
of such a program, well-known in other industries, have thus 
been formulated by Mr, Joseph B. Eastman, as Federal Co- 
ordinator of Transportation : 

‘First, • present service demands of the market are thoroughly explored 
and classified, and future demands anticipated ; next, the prices which 
a customer, ^vho does not have to buy, is willing to pay are carefully ascer- 
tained ; then a type of service filling each demand and within the price 
limitation is designed ; and finally, and by no means least, this service* 
is sold through an intelligent and planned method of sales promotion.’ 

One of the encouraging signs of recent years is the attempt 
on the part of most of our railways to break away from the 
beaten track, which was good enough when railways had a 
virtual monopoly of inland transport. Our railways have 
gradually come to appreciate the importance of a more forward 
policy. Thus, during 1930-9 conducted tours, introduction of 
‘travel-where-you-like’ season tickets in specified zones, cheap 
return and week-end return tickets, etc., were attempted as 


Passenger Traffic Report^ Vol. I, p. .22, 
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a regular feature on most railways. These, however, are not 
adequate, if our railways want to exploit the vast reservoir 
of dormant traffic in those who have no need, but might be 
induced, to travel. Private enterjirise has contributed a great 
deal to th(3 promotion of the travel habit in other countries. 
The names of Messrs. Thos. Cook & Sons Ltd. and the American 
Express Company have been syjionymous with travel itself 
— travel anywhere in the world and by any means of transport 
by road, rail, sea or air. The development of such under- 
takings devoted to the promotion of travel in India are indis- 
})ensable if the railways are to reach every class of public who 
might be persuaded to travel. It is only through such means 
that Indian railways can hope to exploit io the fullest extent 
the potential traffic available and awaiting to be tapped. 
State initiative and encouragement, v Inch have been so valuable 
in this i*(\spect in several foreign countries will undoubtedly 
hel[) to (h'veloj) similar enterprises in India. 



(CHAPTER V 


GOODS TRANSPORTATION 

Importance of goods traffic ; progress of goods earnings since 1000, 194. 
Goods traffic of Class I railways since 1021, 105. Commodity statistics ; 
the classificatiop of 1025-6, 107. 

Products of agriculture, 201. Products of mines and forests, 204. Manu- 
factures and miscellaneous, 207. Live stock, military traffic, railway 
materials, revenue stores, etc... 210. The relative im})ortanccl)f the groups, 
212. 

Net ton milage and average leads, 214. Average receipts per ton mile, 215. 
Freight rates and tlie price l(‘vel, 218. The divergonee during the de- 
pression, 220. 


Indian railways, as indicated in the last chapter, derive about 
00 per cent of their total income from goods traffic, or approxi- 
mately one-and-a-half times as much as the passenger income. 
From the revenue-earning point of view, freight transporta- 
tion, therefore, is oven more important than passenger traffic. 

The story of goods traffic during the present century is 
one of steady expansion in earnings, tonnage and haul. The 
trend of earnings was towards a progressive increase. From 
Rs. 20*37 crores in 1900, goods traffic receipts advanced to 
Rs. 28*12 crores in 1909. The next two decades witnessed 
a continuous rise. By 1916-7 freight revenues, as compared 
with 1900, were more than doubled ; and by 1924-5, more 
than trebled. The high water mark for goods earnings was 
touched in 1928-9 at Rs. 71*16 crores, which, expressed as 
a j^ercentage of the receipts in 1900, amounted to 349. From 
the next year onwards, as may be seen from Table 49, the 
decrease started, and earnings stated as a percentage declined 
to 338. With the depression starting in 1930-1, came a sudden 
drop, which by 1932-3 — the worst year for goods traffic — 
lowered the percentage to 279. The improvement in the 
succeeding years raised it almost to cailier levels, and in 1936-7 
the percentage returned to 343. The fact that freight revenues 
recovered so rapidly to former levels and that, despite the 
intensity 'of the depression in all phases of industry and trade 
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in this country and abroad, receipts stood high as compared 
with the preceding decade, provides a significant index of the 
stability of goods traffic earnings on Indian railways. 

The almost unbroken record of increasing receipts from 
goods traffic till 1928-9 could not have been produced without 
a corresponding increase in freight transportation, that is, 
in the amount of goods carried and the distances covered. 
The volume and distance are indicated by the ‘net tons’ of 
traffic and the length of haul. The tonnage of freight handled, 
ton milage, average haul per ton of goods and average rate 
per ton of goods per mile on all Indian railways since 1900 
are given in Table 49. As net ton miles provide a better 
measure of the transportation effort than any of the other 
units, the record presented by the statistics of working under 


TABLE 49. STATISTICS OF FREIGHT TRANSPORTATION ON ALL RAILWAYS* 



Earnings 




Net ton 



Average 


(crores) 


Net tons 


miles 


Average 

rate 

Year 

Rm. 

•y 

A) 

(millions) 

o/ 

(inilhon.s) 

o/ 

/o 

haul 

(in pies) 

1900 

2i)'37 

100 

12-90 

100 

7,132 

100 

155 

5-88 

1909 

28-12 

138 

60-90 

142 

9,3 40 

131 

153 

5-78 

1910 

30- 13 

149 

65-60 

153 

12,093 

lf)9 

!84 

4-83 

1911 

32-93 

162 

71-26 

1 66 

13,358 

182 

187 

4-73 

1912 

37-92 

181) 

78-48 

183 

15,629 

219 

199 

4-66 

1913t 

9-95 


21-46 


4,041 


188 

4-73 

1913-4 

37-77 

185 

82-61 

193 

15,623 

219 

189 

4-64 

1914 5 

35-09 

172 

80-97 

189 

15,226 

213 

188 

4-43 

1915-6 

38-76 

190 

82-50 

192 

17,158 

241 

208 

4-34 

1916-7 

11-13 

203 

86-24 

201 

19,826 

278 

230 

4-01 

1917-8 

41-50 

218 

85-47 

199 

20,015 

281 

246 

1-08 

1918-9 

4 914 

211 

91-16 

212 

22,141 

310 

243 

4-26 

1919-20 

47-12 

231 

87-63 

204 

22.402 

314 

232 

4-43 

1920-1 

47-97 

235 

87-54 

204 

19,921 

279 

228 

4-()2 

1921-2 

49-52 

243 

90-14 

210 

17,713 

248 

197 

5-37 

1922-3 

58-02 

285 

93-85 

219 

18,374 

258 

197 

6-15 

1923-4 

60-28 

296 

98-21 

229 

18,841 

264 

192 

613 

T924-5 

66-45 

326 

•4 


21,269 

298 

273 

6-00 

1925-6 

6 1- 12 

316 



19,900 

279 

249 

6-22 

1926-7 

65-08 

319 



20,376 

285 

237 

6-12 

1927-8 

69-41 

341 



21,902 

307 

244 

6-08 

1928-9 

71-16 

349 



21,889 

307 

241 

6-24 

1929-30 

68-83 

338 



21.525 

302 

246 

()-14 

1930-1 

61-11 

316 



20,406 

286 

245 

6-06 

1931-2 

58-73 

288 



18,34 7 

257 

246 

6-15 

1932 3 

56-89 

279 



17,203 

241 

244 

6-35 

1933-4 

61-59 

3('2 



18,707 

262 

245 

6-32 

1934-5 

61-35 

316 



20,352 

285 

241 

6-(»7 

1935-6 

64-69 

318 



2(>,5.54 

288 

230 

6-04 

1936-7 

69-88 

343 



21,435 

301 

249 

6-25 


* Raihvays hi India Administration Report, Y6\. TI till 1921-2; Indian liaihvnys, VoL 
II, Vyi"!-?* Raihraij Ronrd's Reports, Vol. II fur .subsn(|uejih years. The figures of earn- 
ings for 1922-37 in this table do not agree with tho.so in Table 36, which exclude refunds, 
f First quarter only. | Statistics not available, 
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this head may be examined. The net ton milage, in 1900 
amounted to 7,132 millions ; increasing in 1910 to 12,093 
millions, it was more than doubled in 1912. In the succeed- 
ing eight years it described an uninterru})ted upward curve 
without even the setbacks noticeable in earnings. The record 
figure of 22*402 millions was attained in 1919-20, representing 
a percentage of 314 as compared with 1900. During the next 
two years the percentage was reduced to 248, but it recovered 
again, reaching 307 by 1927-8. The decrease in the percentage 
since 1929-30 was fairly rapid and in 1932-3 it had dro])ped 
to 241. The improvement during the next two years was 
substantial and in 1936-7 fhe net ton milage stood at 21,435 
millions and the percentage at 301. 

Statistics of avei’age haul afford another mode of studying 
freight traffic, namely, by examining tlie average distance to 
which a ton of goods is carried. That distance was 155 miles 
in 1900. By 1917-8 it had increased to 246, and by 1924-5 
to 273 miles. -During succeeding years the average liaul varied 
from 236 to 249. The longer haul represented the effect of 
steadily increasing demand for freight transportation by rail 
for all classes of goods throughout the country. 

The record of goods transportation during the pre-separa- 
tion period clearly epitomized the effects of the economic 
development of the countiy. That the expansion in traffic 
represented a permanent increase is proved by the statistics 
of freight traffic during the post-separation period. This 
fact should be kept in mind in examining the ‘performance of 
Class I railways. As they constitute the principal railway 
systems in the country their figures reflect the same trends 
as those shown by the totals for all Indian railways. We 
may now proceed to examine the goods earnings, tonnage 
and ton milage of Class 1 railways during 1924-37. The statistics 
and percentage variations are shown in Table 50. 

The year 1924-5 was exceptionally good from the point 
of view of goods traffic. Class I railways obtained an increase 
of Rs. 6 crorcs in this year as compared with the goods earnings 
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TABLE 50. STATISTICS OE FREIGHT TRANS PORIWITON OP CLASS I 
RAILWAYS (1023 ISiy* 

Earnings Not ton 


Year 

Rs. in 
crores 

O' 

/o 

Neb tons 
(in ill ions) 

0/ 

/o 

miles 

(millions) 

/o 

Average 

lead 

1023-4 

58-80 

91 

94 

92 

18,638 

88 

1 99 

1924-5 

64-87 

100 

102 

100 

21,064 

100 

206 

1925-6 

62-79 

97 

101 

99 

19,662 

93 

194 

1920-7 

63-41 

98 

los 

1 06 

20,103 

95 

187 

1927-H 

67-59 

101 

1 13 

111 

21,620 

103 

1 92 

1928-9 

69-31 

107 

114 

112 

21,615 

103 

189 

1929-30 

66-88 

103 

113 

111 

21,265 

101 

186 

1930-1 

62-57 

97 

105 

103 

20,146 

96 

1 92 

1931-2 

57 -OS 

88 

94 

92 

18,107 

86 

192 

1932-3 

55-30 

85 

90 

88 

16,978 

81 

1 90 

1933-4 

59-83 

92 

98 

96 

18,460 

88 

189 

1934-5 

62-55 

97 

107 

105 

20.091 

95 

187 

1935-6 

62-93 

97 

110 

108 

20,296 

!)6 

1 85 

1936-7 

68-09 

105 

111 

10!) 

21,172 

101 

191 


* Raihcay Board's Reports, Vol. IT, rovised Hgurrs taken, wherever a\aiJable. 


of 1923-4. The net tonnage and ton milage also stood higher. 
There was a slight deterioration in tiie next two years, followed 
by a recovery in eaiiiings whidi, by 1928-9, touched lls. (39 
crores, or a percentage level of 107 as compared with 1924-5. 
In the following year th(d*e' was a decrease to Rs. 67 crores 
or to 103. With the (‘-ominencRinent of the depression, goods 
earnings began to dT‘ 0 |L In 1932-3 the ])ercentage was only 
85, which during the next two years increased to 97. The 
trend of freight revenues was thus decidedly more encouraging 
than that of passenger revenues. This is borne out by the 
percentages of the toji and bottom levels of passenger revenues, 
namely 102 and 77, which indicate a comparatively lower 
degree of exjiansion and greater extent of dctorioi*ation during 
1924-37 than that shown by goods earnings, which im])rovcd 
to 107 and receded to only 85. 

Net tonnage of freight generally described the same curve 
of increase. Class 1 railways handled, in 1924-5, 102 million 
tons, an increase of 8 millions over the previous year. After 
a slight recession to 101 million tons the volume of goods 
increased to 114 million tons in 1928-9, the year which recorded 
the largest tonnage for the whole decade. The reduction 
in tonnage was not so steep in the following years. In 1930-1, 
Class I railways carried 3 per cej)t more than they did in 1924-5. 
In the next two years, the percentage of the net tonnage* 
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decreased to 88. An encouraging revival in succeeding years 
raised it to 109 by 1936-7, or to apjRoxiinatcly the earlier 
pre- depression levels. 

, Net tonnage of freight does not provide a satisfactory 
index of goods transportation ^s it docs not take Ihe distance 
factor into account. An increase in tonnage may be offset 
by a decrease in the distance ovei* which goods are carried 
or vice versa. We have, tluv^efore, to turn to net ton milage 
which, as a product of both volume and distance, presents 
a more accurate yardstick for measuring freight traffic ])er- 
formance. The statistics of net ton milage included in Table 
50 show that the movement since 1924-5 was in greater 
accord with the trend of earnings. The net ton milage during 
1924-5 was 21,064 millions. After a decrease during 1925-7, it 
improved to 21,645 millions, the percentage being 103. Next 
followed a gradual decrease^ till the lowest ]:>ercentage level 
of 81 was touched in 1932-3. Net ton milage j'c'coA^ered rapidly 
thereafter and by 1936-7 the percentage returned to 101. 

The average distance to which a ton of goods was trans- 
ported in 1924-5 was 206 miles, slightly higher than in the 
previous year, and, in fact, the highest recorded for the entire 
period. The lead dropped to 194 miles in 1925-6, and to 186 
by 1929-30. During the depression it varied from 192 to 
185 miles. For the entire period, therefore, the average haul 
showed a narrow margin of lluctuation. 

COMMODITY STATISTICS 

Before proceeding to examine the principal commodities 
which provided the bulk of the freight traffic and earnings, 
it should be stated that the task of detailed analysis is not 
so easy as in the case of passenger ti'aHic. As regards passenger 
traffic there are only four classes of service and the data per- 
taining to them are readily obtainable. But in the case of 
goods traffic, the classification, rating, trans])ortation and 
economic characteristics make the subject one of almost be- 
wildering complexity. Further, there has not been either 
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iitliformity or consistency in the presentation of annual statistics 
pf commodities transported. Changes in classification and 
bases of marshalling data make comparisons difficult, except 
for limited periods. A brief reference has, therefore, to be 
made to the character of the statistical data to appreciate 
their limitations. 

Prior to 1920-1, the commodity statistics prepared by 
the Railway Board were based on a system devised in 1880, 
to which changes were made from time to time, and consisted 
of 35 groups. 1 There was not, as with the American or Canadian 
classifications, any broad principle underlying it.‘^ Manufactured 


^ The 35 classes wore made up as follows : 

1. Apparel including drapery, haberdashery, millinery, uniforms, accout-roments, 
boots and shoos. 2. Coal and (*oko carnod for the public and foreign ra^]wa5^s. 

3. (.V)tton : {i) Uaw ; (/t) Manufactured : (a) Twist and yarn (European) ; (b) Twist 

and yarn ([ndian) ; (r) Piocegoods (European) ; (r/) Pieeegoods (Indian) ; (c) Others. 

4. Chemicals oxcejjting saltpetre. 5. Drugs: (v) Intoxicating ; (//) Non-iutoxicat- 

ing : (a) Medical preparations ; {b) Others. 0. Dyes and tans : (i) Ali/6irine and 

aniline (lyes; (C) Cutch ; (in) Indigo; (iv) Myrabalaiis ; (a) Tanning barks; (vi) 

Turmerie ; and (vti) Otluu’s. 7. E(^dder : (/) Oil-(*ake ; (/') Bay, straw and grass, 

bran. 8. Emits and vegotaldos, fresh. Ih Grain and pulse: (i) ({ram and pulse; 
{n)JoH'(ir and hnjra ; (///) Rice in husk ; {h\ Rico not in linsk ; (c) Wlieat ; (iv) Wheat 
flour ; {vVi) Others. 10. Hides and skins : (i) Hides of cattle : (u) Dressed or tanned ; 
{h) Raw; (//) Skins of sheop : {a) Dressed or tanned; {h) Raw. 11. Horns. 
12. IPernp (Indian) and other fibrils excluding jute. 13. Jute : {i) Raw ; (i/) (jiinny 
bags and cloth. 14. Lac. 15. Leather: (/') Unwrought; (//) Wrought, excepting 
boots and shoes. 10. Liquors : (/) Alo and beer ; (i?) Wines and spirits (M all kinds, 
including country spirits ; (;iil) All other sorts including toddy and fermented liquor 
other tlian boor. 17. Metals: (/) Brass, unwrought ; {li) Brass manufactures; 
{Hi) (/opper, unwrought ; (fy) Copper manufactures ; (y) Iron and steel ; {a) Unwrought 
(dust, slag, pig iron and iron too old for romanufacturo) ; {h) Wrought : (1) Bars, sheets, 
girders and otlca' commercial fmaiis of iron and steel ; (2) Machinery and millwork ; 
(3) Other manufactures including liardwaro and cutlery ; {vi) Metallic ores ; {vii) 
Others. 18. Mineral substances : (/) Marble and stone ; {ii) Chalk and lime ; {Hi) 
Others. 19. Oils ; (i) Kerosene ; {H) (lastor ; {H%) Cocoanut ; (iv) Mustard and 
rape ; (v) Others. 20. Oilseeds : (i) Castor ; (H) Earthnuts ; (Hi) Linseed ; (iv) 
Poppy; (v) Kajie and mustard; (vi) Til or giiigolly ; {vii) Others. 21. Opium. 22. 
Paper and pasteboard. 23. Provisions : (?') Dried fruits and nuts ; (H) (Thee ; and 
(Hi) Others. 24. Railway plant and rolling stock earned for tho public and the foreign 
I'ailways : (i) Locomotives, engines, tenders and parts thereof; (ih) (.Carriages and trucks 
and parts thereof ; (Hi) Materials : (a) Steel rails and fishplates ; (b) Sleepers and 

keys of steel and cast iron ; (c) Others. 25. Salt. 26. Salt]>etro and other sub- 
stanees : (i) Saltpetre ; (H) Othi'r saline substances. 27. (?) Silk : (a) Eoreign ; 
(b) Indian ; (H) Pieeegoods : (a) Foreign ; (b) Indian. 28. Spices : (?) Betel nuts ; 
(/^) Cardamoms ; (Hi) Chillies; (?y) Ginger ; (y) Popper ; and (r?) Others. 29. Sugar: 
(i) Refined or crystallised, iiieluding sugar eand}^ ; (H) Unrefined: (a) Sugar; (b) 

Gur, rah, jaggery, molasses and other saccharine produce. 30. Tea : (?) Foreign ; 

(??■) Indian. 31. Tobacco : (?) Unmanufactured ; (??) Manufactured : (a) Cigars 7“ 

(h) Other sorts. 32. Wood : (?') Timber, unwrought ; (??) Manufactured. 33. Wool : 
f?) Raw; (H) Manufactured : (a) (Airpcts ; (h) Pieeegoods, Eunqjean ; (c) Piocegoods, 
Indian ; (?/) Other sorts of mariufacturces. 34. All otlu'r articles of merchandise, 

“715. Animals: (?) Horses: (ii) Cattle; (Hi) Sheep; (?y) Elephants. 

2 The Interstate (tommerco (knnmiss-.on. United States, has classifiod tho freight 
traffic of the American railways into six general classes of commodities : namely, (1) 
Products of agriculture ; (2) Products of animals ; (3) Products of mines ; (4) Products 
of forests ; (5) Manufactures ; (G) Merchandise and miscellaneous. Tho Canadian 

Classification is also on the same lines. 
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twist and yarn, for instance, were classified into two divisions : 
European and Indian. Oils were headed with kerosene and 
continued with castor, cocoanut, mustard and rape. Foreign 
and Indian silk piecegoods, amounting to 42 and 69 tons and 
yielding JIs. 2,500 and Rs. 1,300, respectively, were set out in 
full detail, while coal and coke, whicli accounted for 22 million 
tons and Rs. 6*21 crores, got only one division. The Acworth 
Committee did not exaggerate matters when they severely 
criticised the inadequacy and unreliability of the statistics 
of the period. But whatever their failings, they at least had 
the merit of comparability till 1920-1. In 1922 an attempt 
was made to revise the system, and the number of main groups 
was reduced to 26 in the i*eport for 1921-2. Chalk and lime- 
stone took the first place and apparel and haberdashery, drapery, 
etc., disappeared altogether from the list of heads. The new 
classification was retained for a year, but in 1922-3 it was 
further reduced to 25. It was only with effect from 1925-6 
that the commodities were classifie<l on a more or Jess intelli- 
gible basis. In the final classification, which is the present 
one, 42 groups of commodities were brought together under 
eight heads, namely, 

(1) Fuel : coal, coke and patent fuel ; and oil fuel and fircAvood and 

other fuel 

(2) Heavy merchandise 

(3) Light merchandise 

(4) Other commodith‘s 

(5) Military traffic 

(6) Live stock 

(7) Railway materials 

(8) Materials on revenue account. 

The most important of these eiglit classes arc the second 
and third, ‘iieavy’ and ‘light’ mercliandise. The prirndple 
adopted to group commodities as ‘heavy’ or ‘light’ inerchandLse 
was not, as one would suppose, on the basis of their actual 
weight, density or bulk, but their loading qualities. All com- 
modities, which ordinarily loaded to the full carrying capacity 
of a wagon were treated as Tieavy,’ and the others ‘light’, 
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At pi'cseiit fioavy mer(*handiso eonsiKsts of the following sixteen 
commodities : 


(1) 

.Iviee in the husk 

, (!>) 

Sugar, refined and unrefined 

(2) 

Rice not in the husk 

(JO) 

Wood , u n wrought 

(2) 

Gram and pulses 

(11) 

Metallic ores 

(-t) 

VV^lieat 

(12) 

Oil seeds 

(•''>) 

Jowar and hajm 

(13) 

tbtton, raw and pressed 

(«) 

Other grains 

(14) 

Petrol in bulk 

(7) 

Marble and stone* 

(15) 

Keroseru* in bulk 

(«) 

Salt 

(10) 

Molasses in bulk. 

iffllt 

merchandise contains 

twelve 

com m odi ties wh i (fii are : 

(1) 

(lot ton, raw unpressed 

(7) 

Iron and steel, wrought 

(2) 

,, manufactures 

(8) 

Kerosene oil in tins 

(2) 

Fodd(*r 

(9) 

P(‘trol in tins 

(4) 

Fruits and vegetables fresh 

(10) 

Tol)acco 

(■'5) 

Gnr, jaggery, etc. 

(11) 

Provisions 

{<!) 

Jute, raw 

(12) 

Manur(*s of all kinds. 


There has becai sonn^ disturbance in some of the gron])s, created 
by the interx^liange of the commodities by further sub-division 
between these two groups. Thus, ‘Gur, jaggery and molasses,’ 
which was light Ttierchandise before 1929-30, became heavy 
merchandise thereafter when transported hn bulk’. When 
it was not, it continued to be light merchandise. ^Similarly, 
kerosene and ]:)etrol ‘in bulk’ have beeTi placed in heavy mer- 
chandise, leaving the tinned consignments in the category 
of light merchandise. 

As we have selected 1924-5 as the basis for comparison 
for the post-separation period, it is necessary to examine the 
typicality of the statistics of the year. The comparability 
of the commodity figures of the year is impaired by the fact 
that the statistics of military traffic, shown separately with 
effect from 1925-6, were included under the other commodities. 
The error is not likely to be serious as all military traffic hardly 
amounts to one -half per cent of the total and is, therefore, 
ignored in the analyses which follow. The only other course 
is to take the year 1925-6 for the purpose of comparison, instead 
of 1924-5 which has been taken as the base in connexion with 
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other topics. On this ground the year 1924-5 has been retained 
in spite of the possible exagg(y:-ation which the inclusion of 
military traffic for the year may produce in the movement 
of certain commodities. This will be corrected by an exami- 
nation of military traffic itself towards the end of the chapter.^ 
The principal commodities carried by the Indian railways 
may be broadly grouped under three heads : (1) Products of 
agriculture ; (2) Products of mines and /orests ; (3) Manu- 
factures and miscellaneous. 

PRODUCTS OF AGRICULTURE 

Tn a predominantly agricultural country like India, the 
products of agriculture naturally })rovide the largest volume 
of traffic. The principal agricultural commodities and their 
relative imijortance from the i)oint of view of the freight traffic 
on Class I railways may be seen from the following table. 

TABLE 51. IMPORTANT AGRICULTURAL COMMODITIES CARRIED 
BY CLASS I RAILWAYS* 


(1) 

Coiiimodities 

Rice ^ 

(1929-:I0) 

lV>ns 

(in nnllious) 

4 54 

% of 
‘total’ 
trafiic 

0-5 

Pts. in 
crores 

4-17 

% of' 

‘total’ 

earnings 

6-6 

(2) 

Gram and pulses 

lOl 

2-3 

2-15 

3-4 

(3) 

Wheat 

103 

2-3 

2-03 

3 2 

0) 

(5) 

Jnivar and bajm 

0 42 

0-0 

0-56 

0 9 

Other grains 

0-72 

l-o 

0-83 

1-3 

(0) 

.Oil seeds 

2'79 

4-0 

3-95 

G-3 

(7) 

Raw cotton 

1 22 

1-7 

4-50 

7-1 

(8) 

Raw jute 

104 

1-5 

1-46 

2-3 

(9) 

Fruits and vegetables 

1-28 

1-8 

U08 

1-7 

(10) 

Fodder 

0*95 

1-4 

0-61 

1-0 


Total 

10-20 

23 1 

21-34 

33-8 


* Figures of tonnage aiul earnings taken froiii Railwai/ Hoard's Report, 1020-30, Vol. II. 


3 It should bo added that the gran<l total for freight "traffic in 1921-5 cxeludcs the 
tigures for ‘Livestock’ and ‘Fuel and other revenue stores’. This omission dc^cs not occui 
in tho statistics for succeeding years. Therefore, to make the figures comparable, tlie 
totals for 1025-(3 to 1036-7 taken for purpo.scs of our examination of tho cornmoditios 
also exclude these two items. This leads to a slight exaggcratioTi of the percentages to 
the totals, which cannot be helped. A <.*orrective may be obtained in the treatment of the 
traffic under the excluded terms taken up later in the chapter. When tlie ‘total’ tonnage 
and earnings are used in the succeeding pages, they should be understood in this qualified 
sense only. 


20^ 1514B 
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In 1929-30 of the total origiTiatiiig tonnage on Class I rail- 
ways, 23 per cent was made up of the products of agriculture. 
The receipts from this traffic were moi-e than one-tliird of 
the goods traffic earnings for the year. Of the ten commo- 
dities included, rice, from the point of view of tonnage carried, 
accounted for the largest volume of traffic, iiamely 4*54 million 
tons, or 6*5 per cent of the total. Other products of agriculture 
were less in bulk, but earned relatively, as with raw cotton, 
larger revenue. 

The general trends of traffic and earnings from the princi])al 
agricultural commodities may be seen from the charts in Fig. I. 
Taking the period as a whole the volume of traffic and earnings 
under unhusked rice, grams and ])ulses, wheat and 'other grains’ 
were, generally S])eaking, well below the basic levels. For 
these commodities, the year- 1924-5 appears to have been 
exceptionally good. Never since that year — before or after 
the depression — did traffic or earnings come anywhere near 
the same levels. The normal traffic from those commodities 
might, therefore, be taken to be in* the neighbourhood of the 
average of 1926-7. Of these four commodities, only unhusked 
rice suffered from ])rogressive deterioration. 

The remaining six comniodities, husked rice, jowar and 
bajra, oilseeds, T*aw cotton, raw jute, and fruits and vegetables, 
disclosed a different picture. Of theses fruits and vegetables 
provided an instance of a remarkable increase throughout 
the period. Between 1924-5 and 1932-3, the tonnage doubled 
and, during the next four years, quintupled. Fai'nings did 
not respond in the same proportion, but stood 80 ])er cent 
higher at the end of the period. 

The remaining five commodities reacted to the influence 
of prosperity before the depression and of recession thereafter. 
Thus traffic a]id receipts from husked rice, jowar and hajra, 
and oil seeds attained their peak levels in 1928-9, while from 
raw cotton they reached their maximum in 1929-30. Raw 
jute recorded a decrease on its own levels of 1926-7. The 
commencement of the' depression witnessed a sudden decrease 
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FIGURE 1. AGRICULTURAL COMMOUITIES : 
TONNAGE AND EARNINGS, 1924-37 
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in both traffic and receipts from all tliese commodities „ An 
upward movement was noticeable from 1932-3 onwards. By 
1936-7, traffic in husked rice, oil seeds, raw cotton and 
raw jute exceeded the basic levels. The tonnage in husked 
rice reached a new record level, while raw cotton rose above the 
peak figures of 1929-30, both in rcs])ectNof tonnage and receipts. 
Jowar and hajra alone failed to show anj^ signs of recovery. " 
Earnings from all agricultural commodities, it may be 
noticed, declined to a lower level from 1926-7 onwards, duo 
partly to the effects of reductions in freight rates. The jxw- 
contages for earnings tended to approximate those for tonnage 
only in the case of oil seeds, raw cotton and raw jute. From 
the point of view of railway receipts, the trafiic in husked 
rice and raw cotton was more encouraging in 1936-7, when 
earnings from these two commodities were well above the 
basic levels. But as regards oil seeds and raw jute, the increase 
in the tonnage did not produce a cori'es ponding increase in 
the revenues for 1936-7. 

PRODUCTS OF MINES AND FORESTS 

We may now turn to the products of mines and forests. 

The principal commodities for which statistics are available 

and their tonnage and earnings are given below. The mineral 

and forest products carried in 1929-30, as might be expected 

from their character, exceeded the total tonnage of agricultural 

commodities. The originating traffic amounted to about 30 

million tons, or 42 per cent of the ‘total’ traffic carried in 1929-30. 

TABLE 52. PRINCIPAL MINERAL AND FOREST PRODUCTS C^ARRIED 
BY CLASS I RAILWAYS* 




(1929-30) 






Tons 

o/ nf 
/{> 

Ks. 


ConinioditicH 

(in millions) 

‘total’ 

(in erores) 

‘total’ 

(1) 

Fuel 

21-34 

30-6 

10-02 

15-9 

(2) 

Metallic ores 

3-42 

4-9 

1-47 

2-3 

(3) 

Marble and stone 

3-45 

4-9 

0-9<S 

1-6 

(4) 

Wood, un wrought 

1-35 • 

1-9 

0-85 

1-4 


^V)TAL 

29-56 

42-3 

13-32 

21-2 


Figures of tonnage and earnings taken from Railway Board's Report, 192^-30, Vol. II. 
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Together they produced Rs. 13*32 crores in earnings, or 21 
per cent of the ‘total’ receipts for the year. FueP accounted 
for approximately two-thirds of the tonnage and three-quarters 
of the earnings for the whole group. From the point of view 
of both tonnage and earnings, fuel constitutes the most im- 
portant commodity carried by Indian railways. 

figure 1 1 . PROiyUUrs of MFNES and FORESI^S: 

I RAFFIC AND EARNINGS, R)2I-:D 



tons EARNINGS. 1924—25 “ 100. . 

The trends of traffic in the four*commodities during 1924-37 
may be seen from Fig. IT. The progress of the tonnage and 
earnings from coal, coke and patent fuel during 1926-30 re- 
presents a substantial inci-ease. The percentages of the tonnage 
increased to 130 in 1929-30 and, despite the depression, the 

^ Under tlie term ‘Fuel’ are included coal, coke and patent fuel, oil Aie], firewood 
and other fuel. The discrimination between od fuel and fireavood dates from 1927-8. 
Prior to that ytair, the former wa« included under kerosino oil and tlio latter under coal, 
coke and patent fuel. To make the figures comparable, other fuels are excluded in tli© 
account in the text. The relative importance of other fuels may be seen from the statis- 
tics given in the appendice.s. 
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percentage never dropped below . 112. In 1934-5 the figure 
advanced to 122, which was approximeXtely tlie same as in 1928-9. 

The trend of earnings was not as regular as that of traffic, 
as the changes in freight rates operated on receipts. The. 
increase in receipts during 1929-30 amounted to only 9 per 
cent as compared wifli 30 per cent in tonnage. While traffic 
continued to remain above the basic level in 1931-2, earnings 
dropped to 94 per cent, and increased to only 101 and 110 
in the succeeding two years. 

Indian railways are the largest single group of consumers 
of coal. The regional concentration of supplies has given 
rise to a large volume of traffic to meet the needs of railways 
situated at considerable distances from the collieries. The 
volume of traffic thus created has to be distinguished from 
the traffic arising from public demand. Ooal, coke and patent 
fuel carried for the coiisum])tion of home and foi'eign railways 
amount approximately to a fifth of tlie total tonnage under 
this head. In 1929-30 for instance, this traffic was 4*26 
million tons, or 22 per cent, the balance of 15*42 million tons, 
or 78 pjcr cent, being on public account. The earnings attri- 
butable to both these groups were distributed a])pi*oximately 
in the same proportion, namely. Its. 2*77 crores or 29 per cent 
from coal on railway account, and Rs. 6*75 crores or 71 per 
cent from ])ublic traffic.^ 

Fuel traffic was thus on a higher level as compared with 
1924-5. Public traffic increased remarkably by 1934-5, and 
the earnings, while showing a lower rate of increase, improved 
sufficiently to make up for the decline in the receipts from 
the traffic on railway account. 

Metallic ores® were more susceptible to the influence of 
business conditions. Thus both tonnage and earnings reached 
their peak levels in 1929-30 and came down together to a very 
low figure in 1932-3. From 2*32 million tons in 1924-5, the 

® Tlie differoiitiation between railway and public tralTic in coal ^^as introduced from 
1027 8 . 

l\l(4allie ores include a Avido ran}a,e.ol mineral pro<lu<*ts, namely, barytes, ])auxitos , 
eliromite, liematite, rod oxide of iron, iron ore, lead ore, manganese ore and otlier 
metallic ores. 
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traffip increased to 3*42 million tons in 1929-30, the percentage 
being 147. In the next throe years the tonnage was halved, 
and the percentage dropped to 76. Earnings from metallic 
ores increased from Rs. 1*12 crores in 1924-5 to Rs. 1*47 crores 
in 1929-30, the percentage being 131. The decrease in income 
in 1932-3 was even greater than that in tonnage : the per- 
centage dropped to 40. Again reacting strongly to the stimulus 
of business conditions, tonnage established a now record in 
1935-6, namely, 158 per cent, thougli this improvement was 
not imparted to earnings to tlie same extent. 

Marble and stone showed similar trends, but the extent 
of the decrease was less, and the recovery was quite encouraging. 
The traffic from un wrought wood offered a contrast to the 
otlier three commodities. It never recovered during the period 
from the decrease in both tonnage and receipts suffered in 
1926-7. 

The earnings from these foiu* commodities also tended, 
as with the agricultural commodities, to be lower from 1925-6 
onwards. The difference was less in unwrought wood, but in 
marble and stone after 1931-2, earnings were relatively higher. 

MANITFAOTURES AND MISCELLANEOUS 

Manufactured and semi-manufactured commodities consti- 
tute, in a sense, the most im})ortant of the commodity groups. 
As may be seen from the com[)arative tonnage and earnings, 
in Table 53, manufactured ])rodiicts pi’ovide the highly-rated 

1\\DLK 5:3. PRINCIPAL MANUKACTURKl) AND MLSOLLLANKOUS 

PRODUCTS CARRIED BY CLASS I RAILWAYS* 

(R)29.:i0) 



Commodities (in 

d’ons 

millions) 

%0f 

‘total’ 

Rs. 

(in crores) 

% of 
‘total’ 

(1) 

Cotton maniifietured 

05 1 

0-9 

2-4] 

:3-8 

(2) 

Sugar, i-efiiied and mirerimai 


1-2 

2-o:i 

:3-2 

(3) 

Gut, jaggery and molasHOS 

0-72 

1 0 

0D6 

1-5 

(4) 

(•'») 

Salt 

1*47 

2 1 

I -DO 

:m 

Iron and steel manii fact nr(\s 


ID 

2-46 

:3-d 

(6) 

Tobacco 

o:]:3 

0-5 

0-81 

i-:3 


Total 

526 

7-6 

10-63 

16*8 


* I’'igiiros of tonnage and earnings taken from tho Uaihvot/ BodnVs Beport, 1929-30, Vol. II, 
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traffic and in proportion to the tonnage they are more re- 
munerative to the railways than the commodities included 
in the two preceding groups. Thus with but 8 per cent of the 
total tonnage, the earnings from these commodities amounted 
in 1929-30 to 17 per cent of the total income. 

FIGURK Til. MANUFACTURES AND MISCELLANEOUS : 

TONNAGE AND EARNINGS, 1924-37 



tons EARNINGS. 1 924—25 - lUU. 

Iffie trends of traffic are shown in Fig. III. The general 
impression is on the whole encouraging. The expansion in 
tonnage and earnings from cotton manufactures was sustained 
throughout. Cotton manufactures accounted for less than 
two-thirds of a million tons, and earned well over Rs. 2 crores 
a year. The percentage of tonnage increased to 124 in 1929-30, 
and after a slight decrease in the following year, advanced 
steadily to 141 in 1936-7. Earnings from cotton manufactures 
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did not increase at the same rate as the tonnage, but the im- 
provement was substantial. Kven during the depression the 
percentage of traffic receipts from manufactured cotton never 
dropped below 108, and during 1932-6 it increased from 113 
to 118. On the whole cotton manufactures proved to bo 
a dependable comr^odity with prospects of increase in the 
future. 

Iron and steel manufactures'^ increased to an even biglicr 
level and the tonnage handled was relatively larger. The 
traffic under this head amounted to 880,000 tons in 1924-5 
and earnings in that year were Rs. T87 erores. In 1929-30 
the percentage of tonnage was 149 and of receipts 131. In 
spite of a decrease during the first three years of the depression, 
the lowest point touched in respect of tonnage was still 25 
per cent higher than the basic level. By 1933-4 the ti-affic 
attained the peak levels of 1929-30, and in the next three 
years still higher levels were reached. In 1935-6 the per- 
centage for tonnage was 163. 

The traffic receipts from iron and steel manufiictures sufiered 
greatei- deterioration during the depression. From 131 in 

1929- 30, the percentage of earnings dropped lo 97 in 1931-2. 
From that year onwards there was a steady imj^rovement 
as a result of which earnings passed the pre-depression maxi- 
mum in 1935-7, and stood at 142. Iron and steel manufactuies 
had thus definitely gained in importance. 

Sugar ti’affic increased both in tonnage and T*eceipts till 
1930, after whicii there was a deterioration till 1933. I'he 
total volume of siigar, refined and unrefined, carried in 1924-5 
amount(al to 700,000 tons. The ])crcentage for «^ot]nage in- 
creased to 120 in 1928-9, and after a deeiease to 91 dui'ing 

1930- 3, again advanced to 167 in 1936-7, which was the highest 
level touched during the whole j)eriod. 

Earnings from sugar, which stood at Rs. 1*64 eioies, dis- 
closed an increase during the first six years which was larger 
than that in tonnage. AftcT reaching 124 in 1929-31, the 

’ Under tJiis head are included all fabrituitod articles irre.spectiv(' of value, sucii as 
rails, tools, maehinery, nails, pots, pons, pins, typewriters, etc, 

27— 15UB * 
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percentage for earnings dropped to 78 in 1932-3, from which 
there was a rapid improvement. But in 1936-7 earnings, re- 
sponding to the striking increase in traffic, stood 40 per cent 
higher than the basic level, the maximum recorded during 

1924- 37. 

Tobacco stood throughout on a higher level. There were, 
of course, ups and downs, such as the rise in tonnage to 132 
per cent in 1929-30 and the decrease to 108 in 1931-2. But 
after this the tonnage again increased to 120 per cent. Earnings 
from tobacco were about Rs. 0*^67 crore, but latterly they. advanc- 
ed ‘to Rs. 0*8 crore. The peak level of 1929-30 was reached, 
in fact exceeded, in 1934-5, and the position of traffic receipts 
during the six depression years, 1930-6, was more satisfactory 
than in the preceding six years. 

Gut^ ^nd molasses were stagnant as regards tonnage 

and earnings till 1931. From that year onwards, on account 
of the rapid development of the sugar industry, there was 
a general increase of 15 per ceiit and over. The earnings for 
each year, which were about a crore before 1930-1, stood higher 
by Rs. 20 lakhs and over. The percentages for earnings were 
lower than those for tonnage during 1930-7. 

Compared with 1924-5, the traffic in salt fluctuated between 
80 and 90 per cent of the basic level during the whole period 

1925- 37, excepting 1934-5 in which the tonnage dropped to 
77. Earnings from the carriage of salt were fairly stable and 
generally in the neighbourliood of $5 per cent. 

With the solitary exception of salt, which kept below the 
record of 1924-5, Indian railways fared well in both traffic 
and earnings arising from all the other commodities in the 
group, even during the depression. 

LIVE STOCK, MILITARY TRAFFIC, RAILWAY MATERIALS, AND 
MATERIALS AND STORES ON REVENUE ACCOUNT 

The four classes of traffic not included among the com- 
modities considered in the preceding paragraphs are live stock, 
military traffic, railway materials, and materials and stores 



GOODS TRANSPORTATION 21 1 

on revenue account. The volume of traffic and earnings under 
these heads may be seen from the figures for 1929-30 given 
below. 

TABLE 54. TRAFFIC AND EARNINGS FROM LIVE STOCK, MILITARY 


TRAFFIC, RAILWAY 

MATERIALS, 

AND 

MATERIALS 

AND 

STORES 

.ON REVENUE 

ACCOUNT* 



(1929-30) 





Tons 

%0f 

Rs. 

%of 


(in millions) 

total 

(in lakhs) 

total 

(1) Live stock 

0-20 

0-2 

63 

0*9 

(2) Military traffic 

0-34 

0-4 

38 

0-6 

(3) Railway materials 

6-38 

7*4 

94 

1-4 

(4) Materials and stores on 

15-94 

18-5 

312 

4-7 

revenue account 





Total 

22-86 

26-5 

507 

7-6 


* Figures of tonuage and earuings taken from Rdilway Board's Report 1929-30, Vol. II. 


Live stock and military traffic provided only a compara- 
tively small volume of traffic. Taken together, they accounted 
for slightly more than half a million tons and about a crore 
in receipts. Expressed as a percentage of the totals, the 
tonnage amounted to 0*6 per cent, and receipts to 1*5 per cent. 
Railway materials were much larger and produced 6*38 million 
tons and Rs. 94 lakhs. But the most important of the group 
is the last item, materials and stores on revenue account, 
which amounted to 16 million tons and earned Rs. 312 lakhs. 

The volume of traffic in railway materials increased from 
3*64 million tons in 1925-6 to 9*91 million tons in 1927-8, or 
to 272 per cent, the highest figure reached during the period. 
There was a gradual decrease thereafter, and after a further 
reduction during the depression the percentage stood at 117 
in 1936-7. 

The trend of earnings was similar. From Rs. 70 lakhs, 
receipts increased to Rs. 1*52 crores in 1927-8. The per* 
centage of receipts, which during this year was 216, gradually 
came down to 74 in 1936-7. 

In point of magnitude of tonnage carried, the materials 
and stores on revenue account came second only to fuel traffic. 
The tonnage for 1925-6, the highest figure recorded during 
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the period, exceeded 16 millions. The trend during the period 

was one of decrease. The percentage for tonnage decreased 

to 97 in 1929-30 and 65 in 1932-3 increasing thereafter by 

1936-7 to 75. 

♦ 

Earnings from revenue stores amounted to Rs. 2*91 crores 
in 1925-6. The percentage, as compared with this year, rose 
to 116 in 1927-8, but in J 930-1 came down to 99. After a 
further decrease, there was an improvement to 92 in 1936-7. 

Revenue stores provided 21 per cdnt of the total tonnage 
in 1925-6. From this level there was a decline to 15 
per cent, in 1936-7. As ^iompared with the volume of tonnage, 
earnings re])resented a smaller proportion, namely 4 to 5 per 
cent of total receipts. 

Live stoclc traffic was on the decrease since 1925-6. The 
tonnage as compared with this year, declined to two -thirds 
and receipts to three-fourths in 1936-7. The traffic and earnings 
from military traffic also showed a decline during the depression. 

Of the four groups of commodities considered in the fore- 
going paragraphs, namely, products of agriculture, products 
of mines and forests, manufectures and miscellaneous, and 
live stock, military traffic, railway materials and revenue 
stores, the first three constitute the main classes on which 
goods traffic depends. The statistical data as at present 
available make it impossible to obtain a clear division between 
the products of agriculture, the ])roducts of mines and forests, 
and manufactured goods. Thus, fiour, a processed commodity, 
has come under wheat, while rock salt, a mineral product, 
is merged in manufactured salt and is taken under manu- 
factures. But taking the groups broadly as indicative of the 
division between agricultural, mineral, forest and manufactured 
products, there appears to have occurred certain changes as 
xegards their relative importance. A comparison of the ton- 
nage, earnings and percentage proportions for each group 
given below shows that agricultural products provided in 
1936-7 a smaller proportion of tonnage and still lower pro- 
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portion of earnings than in 1924-5. Mineral and forest products 
remained almost the same and an increase occuTTed under 


manufactures. 

TABLE 55. TRAFFIC AND EARNINGS BY COMMODITY GROUPS 
Originatinjii tomiago learnings 


1924-5 

1929-30 

1936-7 

1924-5 

1929-30 

1936- 

•7 

Tons % 

Tons % 

Tons 

% 

Rs. % 

Pc' 0/ 

Rs. 

0/ 

/o 

Products of 17*23 30 

16*20 23 

19*29 

28 

24*84 11 

21*34 34 

21*41 

33 

agriculture 

Mines and forests 22*79 40 

29*56 42 

27*55 

39 

12*00 20 

13*02 21 

13*03 

20 

Manufactures 4*70 8 

5*26 8 

6*00 

9 

9-62 16 

10*30 17 

11*46 

18 


Tons in millions, and Rs. in ororos. Peroentagos as prornjrtion io ‘Total.’ 


These three groups account for 70 to 80 per cent of the 
total traffic and earnings. The bulk of the remaining tonnage 
was provided by railway materials and revenue stores. 

The fact that in spite of the depression substantially higher 
levels of traffic wore reached after 1930 — indeed in a good 
many instances even liigher than the pre-depression peak 
figures — is significant. Much of the increase, under coal, 
husked rice, metallic ores, cotton manufactures, iron and steel 
wrought, and tobacco, appears to be of a permanent character, 
which, as will be seen later, resulted from the tendency towards 
industrialization. The increases under these heads were 
obscured by the volume of the low grade and low rated com- 
modities. Thus, fuel, railway materials and revenue stores 
amounted to more than one-lialf of tlie total originating tonnage 
and produced about a fifth of the freight earnings in 1929-30. 
During succeeding years there was a decrease in the propor- 
tion of the tonnage to 46 per cent by 1936-7. Four-fifths of 
the goods earnings were j)i"^duced by the remaining one-half 
of the tonnage.® 

To conclude. Freight traffic during 1924-37 was thus 
remarkably stable. Indian railways were put to a severe 


® Compare the following figures : — ■ 

l‘):i()-7 Phh)-;10 

Crores 
Rs. 10*02 
„ 0*94 

„ 3*12 


Fuel (excluding oil) 
Railway materials 
Revenue stores 


Tons (mil lions) 
21*11 
4-26 
12*40 


Crores 
Rs. 10*07 
„ 0*52 

„ 2*67 


4’ons {millions) 
21 -.‘U 
()*3S 
15*94 


Total 

Proportion to total 


37*77 Rs. 13*26 

16 % 20 % 


43*66 

61 % 


Its. 140)' 
21 % 
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test during the depression, when foreign trade declined by 
more than 50 per cent in value. This must have affected rail 
traffic ; but the fact that the decrease in goods traffic was 
substantially less than the recession in exports and imports,^ 
affords conclusive evidence of the greater importance of internal 
traffic. As Indian railways obtained a greater portion of 
their business from domestic rather than foreign trade they 
were to that extent free from disturbances directly arising 
from changes in world conditions. This conclusion has a 
bearing on the underlying bias of the rating system, which 
in the past was alleged to favour foreign at the* expense of 
domestic industry and trade. This raises certain problems 
which will be discussed later. 

NET TON MILES AND AVERAGE LEADS 

The volume of traffic considered in the last section dealt 
only with the total originating tonnage under the principal 
commodities. But as the statistics of tonnage offer no indi- 
cation as to the volume of transportation involved, we may 
now turn to the net ton milage statistics. Net ton milage 
statistics are unfortunately not available fo? each commodity, 
but with effect from 1929-30 the total figures are set out under 
three heads, coal, grain and oil seeds, and other commodities. 
The ton milage for coal is presented under three sub-heads, 
‘public traffic,’ ‘foreign line and home line construction’ and 
‘home line.’ The second group has a homogeneity and is 
of ^special importance in an agricultural country like India. 
The third, consisting of manufactures, is heavily weighted by 
the inclusion of revenue stores. It is not clear what purpose 
is served by the net ton milage of this group, 
r The net ton miles for the three, groups of commodities 
during 1929-37 may be seen in Table 56. The ton miles under 
coal decreased during the period. Grain and oilseeds, after 
a decrease during 1932-3, recovered by 1936-7 to such an extent 
as to exceed the record for 1929-30. ‘Other’ commodities, 

® The total value of imporbs and exports declined from Rs. G53*G1 crores in 1924*5 
to less than Rs. 300 crores during 1931-2 to 1935-6. 
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TABl.E 56. NET TON MILES AND AVERAGE LEADS ON CLASS I RAILWAYS 

(1924-37)* 



Not ton miles ( 

in thousand m 

illions) 


Average leads 



Publir Foreign 

Home 

Grains 

Other 

Public Foreign 

Home 

Grains 

Other 

Year 

‘coal railways 

line 

^ oil 

commo- 

coal 

railways 

line 

& oil 

commo 


(;oal 

coal 

seeds 

dities 


coal 

coal 

seeds 

dities 

1929-30 

4-50 2*38 

1-88 

3-07 

9-43 

210 

• 421 

252 

190 

152 

1930-1 

4-17 2-30 

1-81 

3*27 

8*53 

211 

445 

241 

200 

151 

1931-2 

4-02 1-86 

1-43 

3*12 

7*08 

214 

439 

229 

207 

154 

1932-3 

3*09 1*72 

1-48 

2-71 

7’37 

210 

400 

246 

205 

152 

1933-4 

4-00 1-7S 

1-.59 

2’92 

8-17 

210 

378 

255 

195 

155 

1931-5 

4-29 1-95 

1-73 

.3- 10 

8-90 

207 

381 

252 

201 

152 

1935-0 

4 *20 I -98 

1 '65 

2-83 

9-58 

202 

394 

244 

193 

154 

1936-7 

4-19 2-09 

L73 

3-27 

9-2!) 

201 

404 

211 

203 

101 


* liaUivay Board's Report, Vol. II, for each yoar. 

after a eotisiderablc decrease in 1932-3, also improved to levels 
higher than 1929-30. 

The average leads for coal traffic were different for the 
three sub-groups. Coal for the public during the eight years 
1929-37 had an average lead of 201 to 214 miles. Coal for 
the home line had longer leads which varied from 229 to 254 
miles. Coal for foreign lines and home line construction had 
the longest leadvS of all. The average distance in this case varied 
from 378 to 445 miles. 

Crain and oil seeds had average leads which ranged from 
190 to 207 miles during 1929-37. ‘Other’ commodities averaged 
lower, the distances being 151 to 161 miles. 

FIGURE IV. NET I ON MILAGE BY COMMODITY GROUPS 
( 000 , 000 . 000 ) 



AVERAGE RECJEIPTS PER TON MILE 

There is one more topic to be considered here in connexion 
with goods traffic, namely, the average receipts per ton per 
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mile. The average receipts or rates are obtained by dividing 
the total freight earnings by the net ton miles. The rate 
does not discriminate between different classes of traffic, high- 
rated or low-rated commodities. A ton of cotton goods bears 
a much higher rate than a ton of coal or mineral ore, and the 
average rate does not take these differences into account. 
Fluctuations in the statistics of average fates per ton mile, 
it should be borne in mind, reflect the average effect of changes 
in rates, volume, character of traffic and lengtli of haul. Con- 
clusions on the average receipts per ton mile must, therefore, 
be qualified in the light of changes in these factors. 

Before proceeding to summarize the trend of the average 
rate per ton mile during 1924-37, the character of the long 
range trends may be referred to. Attention is invited to the 
statistics of average rates per ton per mile for all Indian rail- 
ways in Table 49. In 1900 the average rate ])er ton of goods 
per mile was 5*88 pies. During the next seventeen years, 
there was a steady decrease to 4*01 pies, the lowest figure 
touched. From that level, there was a gradual rise, and the rate 
increased to 5*37 pies in 1921-2 and 6*13 pies in 1923-4. In 
1924-5 there occurred a decrease to 6*00 pies. During the 
next fiv^e years the rate fluctuated between 6*12 pies and 6*25 
pies. There was no change during the depression and, exce])l- 
for a slight increase in the average receipts in 1932-3 to 6*35 
pies per ton per mile, the margin of variation was almost the 
same. The figures for all Indian railways, therefore, indicate 
that after an Increase in 1922-3, the average re(;ei{)ts remained 
at approximately the same level throughout. 

The average rates on Glass I railways during 1924-37 
are shown in Table 57. In 1924-5 the average rate 
per ton per mile w^as 5*91 pies. During the next eleven yea!*s 
there w^as only a slight increase.^ During thq six years ended 
1929-30, the increase from 1925-6 onwards amounted to only 
2 to 4 per cent. During 1932-3, there was an increase of as 
much as 6 per cent or 6*25 pies. But the receipts per ton 
per mile came dowm to 5*98 pies and rose in 1936-7 to 6*17 pies. 
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TABLE 57. AVERAGE RATES PER TON PER MILE, CLASS I 
RAILWAYS (1924-37)* 


Year 

Broad Gauge 

Metre G 

aiige 

Class I Railways 


Pies 

0/ 

/o 

Pies 

/o 

Pies 

0/ 

/ o 

1924-5 

5-47 

100 

7-99 

100 

5-91 

100 

1925-6 

5*68 

108 

8-82 

104 

6-18 

104 

1926-7 

5-51 

101 

8-.50 

116 

6-05 

102.5 

1927-8 

5-49 

100 

8-28 

105 

600 

102 

1928-9 

5-62 

108 

8-49 

106 

6- 15 

104 

1929-80 

5-59 ' 

102 

8-44 

106 

611 

103 

19.80.1 

5-42 

99 

8-27 

104 

5-96 

101 

19.81-2 

5'55 

101 

8-84 

104 

605 

102.5 

1982-8 

5*73 

105 

8-52 

107 

6 25 

106 

1938-4 

5-70 

104 

8-45 

106 

6-22 

105 

1984-5 

5-49 

100 

8-08 

101 

5-98 

101 

1985-6 

5-49 

100 

804 

101 

5-95 

101 

1936-7 

5-71 

104 

8 17 

102 

617 

104 


* Railway Board's Report^ Vol. II, for each year. 


These average figures do not disclose the fact that the broad 
gauge railways on the whole had lower rates than the total 
averages referred to above. On the broad gauge the average 
rate per ton per mile stood at 5*47 pies in 1924-5. TJie average 
rates rarely exceeded the limits of 5*50 and 5*60 pies. Only 
in 1925-6, 1928-9 and 1932-4 did it pass the higher limit. 

On the metre gauge railways the rates wore higher. The 
'average receipts, which amounted to 7*99 pies per ton per 
mile in 1924-5, fluctuated during the next five years between 
8*28 pies and 8*50 pies. The range of oscillation during the 
depression was wider, between 8*04 pies and 8*52 pies. The 
rates for the metre gauge railways stood 50 per cent higher 
than those of the broad gauge. 

As the average rates per ton per mile do not discriminate 
between the high-rated and low-rated commodities, some 
idea as to the spread of the rafes may be had from the statistics 
available under the three groups referred to earlier, namely, 
coal, grains and oilseeds, and others, shown in Table 58. 

The average rate for coal was the lowest. The receipts from 
public coal were higher and the rate per ton per mile fluctuated 
between 2*87 and 3*21 pies, the tendency being towards an 
increase after 1929-30. Coal for home line varied from 2*19 
pies to 2*36 pies and that for foreign line and home line 

28— 1.514B * 
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TABLE 58, AVERAGE RATES PER TON PER MILE BY GROUPS 

OF COMMODITIES * 

( Figures in pies) 


Year 

Public 

coal 

Foreign line 
coal 

Home line 
coal 

Grain & 
oil seeds 

Other 

commodities 

1929-30 

2-88 

2-23 

219 

8-52 

. 8-40 

1930-1 

2-87 

214 

219 

8- 10 

8-51 

1931-2 

2-88 

2'21 

2*27 

7-99 

8-55 

1932-3 

311 

2-49 

2-36 

7-97 

8-86 

1933-4 

3* 16 

2*46 

2-31 

809 

8-64 

1934-5 

319 

2-45 

2-31 

7*69 

819 

1935-6 

3- 15 

2-37 

2*31 

7-98 

7*97 

1936-7 

3-21 

2-37 

2-27 

7'85 

8*35 


* Raihvag Board's Report, Vol. It, for each year. 


construction from 2*14 to 2*49 pics. The receipts on the latter 
showed an upward movement during the last five years. 

The receipts for grain and oilseeds amounted to 8*52 pies 
per ton per mile in 1929-30, which was the highest level during 
the eight years 1929-37. There was a decline during the 
succeeding years, and the rate was only 7*85 pies in 1936-7. 

The ‘Other’ commodities on the whole recorded a higher 
level of average receipts per ton per mile than the previous 
groups, and the rate varied from 7*97 to 8*86 pies. 

Owing to the composite character of these averages, it is 
not easy to draw any further conclusions from these statistics, 
which can only indicate the general trends. 

FREIGHT RATES AND THE PRICE LEVEL 

The general level of freight rates must in the long run be 
adjusted to the ability of trade and industry to bear such 
rates. Transport costs are part of the costs of production, 
.and changes in prices upset the normal ratio which rates bear 
to commodity prices. In the nature of things prices, subject 
to competition, change more rapidly, and the adjustment of 
rates, subject to regulation, follows after a time lag. A general 
increase of rates, such as that in 1922, can take place only 
when a substantial advance in prices has established itself. 
The equilibrium between rates and prices is similarly disturbed 
when there is a gradual decline in prices, While it would bo 
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impossible to conceive of changes in freight rates with every 
change in the prices of commodities, over a series of years 
there should be a correspondence between the general rate 
and price levelsd^ We may now proceed to examine how 
the rate level on the Class T railways in IndioA compared with 
the general price level during 1924-37. 

The index numbers of the average rates per ton per mile 
and of the wholesale prices from 1914 to 1937, given in Table 
59, indicate that, relatively to the price level, freight rates 

TABLE 69. INDEX NUMBERS OP WHOLESALE PRICES AND 
AVERAGE RATES PER TON-MILE 


(1914=100) 



W'holesale 

Average 


Wliolesale 

Average 

Year 

prices * 

rate 

Year 

prices 

rate 

1915 

112 

98 

1928 

145 

141 

1920 

201 

104 

1929 

141 

139 

1921 

178 

121 

1930 

116 

137 

1922 

176 

139 

1931 

96 

139 

1923 

172 

138 

1932 

91 

143 

1924 

173 

135 

1933 

87 

143 

1925 

159 

140 

1934 

89 

137 

1926 

148 

138 

1935 

91 

136 

1927 

148 

137 

1936 

92 

141 


* Calcutta wholosalo prices. 


were lower till almost 1920. The difference was greatest when 
prices stood at 201 and freight rates at 104 in 1920. The 
increases during 1921 and 1922, and the decrease in general 
prices, narrowed the difference. In 1924 the average rate was 
about 40 per cent below the price level. By 1930 prices had 
dropped to 116, while the average rate remained at 137. In 
the next three years, there w^as a further decline in prices, 
and the index number was only 87 in 1933. Freight rates 
were comparatively at a much higher level, namely at 143. 
In 1936-7, the average rate dropped to 141, while prices im- 
proved to 92. The impression left by these figures is that 


'If it were recognised as a rate -making principle that wlienovor the price of a com- 
modity was increased or decreased, there would have to be a corresponding increase or 
decrease of the freight rate for that commodity, there would be no opportunity for any 
fixity or constancy of freight rates. The entire tarifi* would be subject to incessant series 
of changes, the indefiniteness and instability of which would make business impossible.’ 
W. T. Jackman, Economic Principles of Transportation, 1935, p. 180. 
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the incidence of freight rates must have been particularly 
heavy during the depression period, as the average rate re- 
mained at almost the same level as during previous years. 

Taking 1924-5 as the basis for comparison, the Class I 
j?ailways showed essentially the same trends, but iii a more 
accentuated form. Whereas the average rate never dropped 
below 101, prices declined during the depression to 50 per 
cent. In 1933-4, the year when prices reached this level, 
the freight rate level was 105. The situation remained almost 
unchanged during succeeding years, as may be seen from the 
statistics given in Table 60. 


TABLE 60. RATE LEVEL AND PRICE LEVEL ON CLASS I RAILWAYS 





(1024-37) 


(1924-5=100) 


Wholesale 

Average 


Wholesale 

Average 

Year 

prices* 

rate 

Year 

prices 

rate 

1925-6 

92 

104 

1931-2 

55 

102 

1926-7 

86 

102 

1932-3 

53 

106 

1927-8 

86 

102 

1933-4 

50 

105 

1928-9 

84 

104 

1934-5 

51 

101 

1929-30 

81 

103 

1935-6 

53 

101 

1930-1 

67 

101 

1936-7 

53 

104 


* Calcutta wholesale prices for calendar year. 


The freight rate levels during the depression are thrown 
into bolder relief by taking the figures for 1929 as the base. 
This does not of course aJlow for the fall in prices which had 
already occurred by that year. The index numbers given in 
Table 61 show that freight rates on coal, owing to the surcharge. 


TABLE 61. FREIGHT RATES AND PRICE LEVELS OF PARTICULAR 

COMMODITIES 

(1929=100) 


Year 

Coal 

Pit mouth 

Grains & oil seeds 

Other 

commodities 


rate * 

prices 

rate 

prices 

rate 

prices f 

1930-1 

100 

102 

96 

79 

101 

82 

1931-2 

100 

100 

94 

59 

102 

68 

1932-3 

108 

89 

94 

56 

105 

65 

1933-4 

no 

82 

95 

53 

103 

62 

1934-5 

111 

75 

90 

56 

98 

63 

1935-6 

109 

74 

94 

60 

95 

65 

1936-7 

111 

72 

92 

59 

99 

65 


* Public coal only. f Calcutta wholesale prices. 
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increased to 111 in 1936-7, while during the same period the 
pit mouth price had dropped to 72. 

In the case of grains and oilseeds, except in 1934-5 when 
the rate decreased to 90, it was always between 92 and 95. 
The trend of prices of cereals and oilseeds during the same 
period showed a steep decline as compared with 1929. The 
index number of prices in 1933-4 was 53, while that of the 
rate level was 95. The position had not improved to any 
appreciable extent even in 1936-7, when the price level stood 
at 59 against a rate level of 92. 

The average rate for ^Other’ commodities increased to 105 
in 1932-3, after which there was a decrease to 95 in 1935-6. 
The general wholesale prices during the same period dropped 
to 65. 


FIGURE V. RATE AND PRICE LEVELS, 1925-37 



The comparison brings out the fact that freight rate levels, 
on account of the decline in the price level, were abput 50 
per cent higher. The difference was even greater in the case 
of coal. With so large a difference between the rate level 
and the price level, one might conclude that the cost of rail 
transport must have imposed an increasingly heavier burden 
on industry and trade during the depression, particularly in 
India where about 70 per cent of the population is directly 



222 GOODS TRANSPORTATION 

engaged in the agricultural industry. The freight rate level, 
as Professor Jackman points out, 

‘is a matter of vital concern to the agricultural community. Of course, 
it is also of importance to the manufacturer in ascertaining at what price 
he can sell his product to the consumer ; but on account of the higher 
value and the wider diffusion of the costs of manufactured goods, the burden 
of freight rates is frequently not felt to be as heavy upon them as upon 
the agricultural products. 

During the depression, with a phenomenal decline of agri- 
cultural prices, the almost stationary rate level imphed 
relatively higher freight rates on agricultural commodities, 
and a correspondingly lower return to agriculturists. The 
problem of India’s economic welfare is essentially one of in- 
creasing the purchasing power of the agriculturist. To the 
extent that the rate level depressed it, railways would appear 
to have worked in the opposite direction. 

The Wedgwood Committee discussed the demand for a 
general rate reduction and could not support it on grounds 
thus expressed by them ; 

‘A general reduction of charges . . . can only be looked upon as desirable 
from the policy point of view, either for the purpose of keeping railway 
charges in step with world-wide price movements, such as occurred after 
the post-war boom, or when railways have a large surplus in hand and 
are disposed to distribute it in the form of lower charges to their customers 
generally. Neither of these sets of circumstances exists at the present 
time . . . the general level of railway charges in India is low and therefore 
provides no argument in favour of a general reduction. 

The question of an adjustment of the rate level to the price 
level was thus dismissed by the Wedgwood Committee. The 
unsatisfactory state of railway finance and their anxiety not 
to recommend measures which might prejudicially affect rail- 
way revenues must have influenced their judgement on this 
question. 

It is, of course, possible to press the argument for a rate 
reduction too far, and even the agricultural argument for a 
reduction of rates may lose part of its force if the difficulties 


op. cit., p. 554. 

Wedgwood Committee Report^ para 123, p. 77. 
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of the agriculturists are viewed in the proper perspective. 
The picture drawn by Professor Jackman of Canadian agri- 
culture is so true of the conditions which prevailed in India 
that it deserves to be quoted : 

‘Much is being said at the present time of depression, and has been said 
for many years, of the need for reduction of freight rates as a means 
of restoring prosperity to agriculture and through it to commercial and 
industrial business. Agriculture, the most vital and essential phase of our 
economic life, is pursued under most unsatisfactory conditions. A pro- 
sperous agriculture is at the foundation of prosperous industry, trade and 
transportation. The fact is that the railways are suffering from the same 
causes which have produced the agricultural distress, especially the curtail- 
ment of the markets for the excess production of the country. The rail- 
ways are the farmers’ best friends. Their interests are identical, and not 
hostile. Anything which will work for the betterment of agriculture will 
work for the improvement of the railways as well as the other interests 
of the country ; and among the most important of these we would mention 
the extension of the country’s markets, the orderly and organized mar- 
keting of products, div(M*sified production, adccpiate credit facilities suited 
to the farmers’ needs, and a more reasonable relation between the prices 
of wlrat the farmers have to sell and of the manufactured products which 
they have to purchase. 

While the argument for a strict correlation between freight 
rates and the price level is open to criticism, so considerable 
a difference as that disclosed by the statistics quoted above- 
needed correction. In few of the agricultural countries was 
there, during the depression, anything like so steep a decline 
in prices or so great a disparity between the rate level and 
the price level.^^ A decrease in the rate level, narrowing 
the difference in the price level, would have meant a relief to 
the agriculturists, whose difficulties were accentuated during 
the depression. It was feared that that would have involved 
a loss of railway revenues which were already insufficient to 
cover railway ex})enditure and fixed charges. The only other 
course was to reduce railway expenditure, which would then 
have permitted a general reduction in rates. The problem 
of the adequacy or reasonableness of the rate level cannot 

op. cit., pp. 680 - 1 . 

Comparative statistics of general rate levels ^tnd price levels in certain countries 



224 


GOOBS TRANSPORTATION 


be discussed independently of railway expenditure. From 
what we have already seen of the general trends of railway 
expenditure,^® the real difficulty lay in the inelasticity of 
fixed charges and the higher standards of working expenditure 
during the pre-depression period. Unless railways earned 
enough to pay their expenses and meet their fixed charges in 
full, their own financial stability would be impaired. The 
net income was for years inadequate to meet their habilities 
in full. The enthusiasm for an adjustment of the rate level 
had, therefore, to be tempered by a consideration of the financial 
condition of the railways. 

This chapter is, in a sense, concerned with the examination 
of results rather than of the influences which helped to bring 
them about. Tonnage, length of haul, earnings, etc., all depend 
on the state of industry and business, and their reaction to 
the cost of transportation. It is important from the point 
of view of railway finance to ascertain the effects of railway 
policies on Indian industry and trade, and the effect of the 
state of economic development of the country on the railways 
themselves. These i)rc)Wems can be discussed only by an 
examination of the rates structure and policies followed by the 
Indian railways. These topics are taken up in the next chapter. 


of the world 

are given below. 

The base 

year taken for computing tho index 

numbers 

is 1929. 





Country 

Average rate 
per ton mile 

Prices 

Country 

Average rate 
per ton mile 

Prices 

U.S.A. ; 


Germany : 



1930 

99 

91 

loao'^ 

103 

91 

1936 

90 

85 

1936 

92 

76 

Canada : 



Italv : 



1930 

99 

91 

i930 

91 

90 

1936 

88 

78 

1936 

85 

81 

Or. Britain • 



India ; 



1930 

99 

88 

1929-30 

99 

82 

1936 

91 

83 

1936-7 

102 

65 

Japan : 


82 




1929-30 

100 




1936-7 

97 

90 





Tho porcentagori sta'A)'l abovo aro work'^d out on tli© basis of the index numbers of 
prices and average rates per ton mile for tlie different countries, taken from the following 
sources: Statistical Abstract of th'i United States, 1938; Canada Year Book, 1938; 
Statistics of Steam R iilwiys in Canada; Foreign Commerce Year Book, 1935 and 1938; 
League of Nations, Statistical Year Book; Annual Report of Railways, Japan; and 
Report on Currency and Finance, Reserve Bank of India. 

Cltaptcr 111, 
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FREIGHT RATES AND INDUSTRIAL DEVELOPMENT 

Public complaints about freight rates ; Views of the Industrial Commission, 
226. The Acworth Committee’s findings, 227. ‘Block’ rates, 228. The 
Fiscal Commission on protection and railway rates, 228. 

Classification of goods : The original classification, 229. War-time changes 
and surcharges, 230. Hevised classification of 1922. Uneven increases, 
risk rates, exceptional classes, maxima and minima, 231. Demand for 
a reform of the system, 234. Defects of the existing system, 236. 

Th(‘- new classification of goods, 1936. Main filatures, 237. Risk rates, 
238. Maxima and minima, 242. 8ch('dule rates, 245. Discontinuous 
milage, 246. Terminal charges, 250. 

Railway rab's and industries : 3’he coal industry, developed and conditioned 
by railway policy and rates, 252. H(‘avy chemicals industry, 255. Other 
industries, 257. Port rates, 259. 

Effeiit of industrialization on railway rates, 264. Conclusion, 266. 

The policy of railway rates had for years been a sore point 
with the public, and for our present purpose it will be sufficient 
to start with the diagnosis of tlie Indian Industrial Commission, 
1916-8d The report of this commission referred in detail 
to the effects of the prevailing railway rates on the industrial 
development of the country. Before the last war, tralhc 
flowed in two major streams — raw products moving towards 
the ports for export, and imported manufactured articles 
moving upcountry from the ports. With the natural pre- 
ference, of railways for a largo volume of traffic permitting 
economic handling, the rivalry of 2)orts attracting traffic for 
export, and the competition of coastal and river shipping, 
the rates policy of railways was adjusted to meet these con- 
ditions of trade. The Holland Commission stated : 

‘the history of rate fixation rev(‘als a desire to divert traffic from one Indian 
port to another, rather than a careful examination of the effect which the 
rate imposed would have on the total cost of conveying the goods to their 
port of foreign destination, and therefore on their ability to compete with 
products from rival sources. Presumably relevant local circumstances 
are duly taken into account when rates are fixed ; the point which we 
desire to make is that there has been a tendency to think of attracting 


^ Hereinafter referred to aw t^o Holland (^t>tninission, , 
20— 1514B 
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traffic to a particular railway rather than to consider whether a real necessity 
exists for reduction in the general interests of the country.’^ " 

As an example of undue reduction of rates on exports, 
they quoted the case of hides, whose production was not 
affected by railway rates though their disposal might be. 
Consequently ‘the grant of port rates nearly 50 per cent less 
than the internal rates has certainly discouraged Indian tanning, 
and aided certain foreign industrialists to obtain a hold on 
a class of raw material of which India possesses a partial 
monopoly.’^ 

The fixation of railway rates on imports followed much 
the same lines as those on exports. In view of the fact that 
the ‘efforts of the country in future will be directed to bringing 
raw materials to the most finished state possible before ex- 
port,’ the Holland Commission enunciated the following prin- 
ciples for the regulation of railway rates : 

(1) The governing principle which should be followed in railway rating, 
so far as it affects industries, is that internal traffic should be rated as nearly 
as possible on an equality with traffic of the same class over similar dis- 
tances to and from the ports ... as far as possible in the case of raw mate- 
rials conveyed to, and manufactured materials conveyed from, an Indian 
manufacturing centre.’ The acceptance of this ‘principle premises more 
than individual concessions ; it involves the necessity of consideritig from 
the widest possible point of view, how far the existing low rates on 
produce for export are really required.’ 

(2) ‘Railways should accept the principle followed in some other parts 
of the world that a consignment travelling over more than one line should 
be charged a single* sum based on the total distance.’^ 

The commission found that one of the immediate causes 
of low port rates was the competition between rival systems, 
which led them to look on some questions from an unduly 
individualistic point of view*, such as in the case of ‘block’ rates, ^ 

* Holland Commission Report, para 271, p. 205. 
a Ibid. 

^ Ibid., para 272, pp. 205-6. 

® ‘Block’ rates are higher milage rates for short lengths imposed on traffic moving 
from a station near a junction with another system towards the junction in order to travel 
a much longer distance over that system. In the ‘scale’ or ‘tapering’ rates, each rail- 
way treats the length of its own system as the solo basis for its charges, irrospoctivo of 
tlio total lead, 
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‘scale’ or ‘tapering’ rates or some form of terminal 
charges. Their effect even when capable of justification was 
undesirable. According to the commission, ‘they have accen- 
tuated inequalities, and have, on the whole, tended to operate 
to the disadvantage of internal traffic and, therefore, of Indian 
industries.’^ Among other indirect results of the policy of 
encouraging traffic to and from ports were instanced the con- 
gestion of industries in the port towns and various labour 
difficulties which could only be rectified by a railway rate 
policy which would ‘help to diffuse and decentralise industries, 
and thereby increase the availability, the comfort and the 
efficiency of labour.’’^ 

The Acworjth Committee found that the Government of 
India, which exercised a close and^detailed control over the 
management of Indian railways left to companies a large 
measure of freedom in the matter of fixing rates and fares. 
As regards the allegations of undue preference, such as lower 
rates for export and import traffic, - the committee said that 
the existence of such rates was unquestionable. But such 
exceptional rates exist in every country, and are ‘justified on 
the ordinary grounds, not only of the economy of handling 
goods in large volume, but also of competition between railway 
systems serving the same distributing or consuming area.’® 
But in one respect Indian railways departed from the accepted 
railway practice in other countries. Export traffic through 
a seaport is usually granted rates not available to that sea- 
port for local traffic. In countries following a free trade 
policy, goods imported through a port are charged lower rates 
for carriage inwards than for goods produced locally at the 
port town. The Acworth Committee pointed out: ‘This 
practice is not, so far as we have^ been able to ascertain, 
followed in India.’^ 


® Holland Com^nisslon Report, para 273, p. 206. 

’ Ibid., para 274, p 207. The report alpo referred to such complaints as ‘the shortage 
of wagons, the inconvenient routing of traffic;, unnecessary break of gauge, losses from care* 
less liandling or from dishonesty, the question of risk notes and the like/ 

® Acworth Committee Report, para 150, p. 50. 

® Ibid., para 151, p. 60. 
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The question of ‘block’ rates intended to retain the traffic 
originating on the home line or ‘blocking’ it from passing off 
after a short lead to a rival route was also discussed by the 
committee. Though no instance of existing ‘block’ rates was 
quoted, they certainly existed in the past as shown by the 
Broach block rates — the memory of which, in the words of 
the report, was ‘still green in the hearts of traders all over 
India,’— the Buckingham Canal case and the proposal regard- 
ing the Tirumalaivasal Port.^^ 

In 1922, the Indian Fiscal Commission, who recommended 
the policy of ‘discriminating’ protection discussed the subject 
of railway rates in connexion with the development of indus- 
tries. Emphasising the importance of industrial development 
of the country, they referred to the question of railway rates 
as ‘one factor which may have a considerable bearing on the 
lines of development,’ and thought it ‘most important that the 
devidopment of industries at suitable smaller centres through- 
out the country should not be hampered by any discrimination 
in railway rates. Discussing the subject at greater length 
in the latter part of the report, the commission observed : 
‘It is not inconceivable that a policy of protection to industries 
might to some extent be nullified by injudicious railway rates, 
or it might be found that in consequence of such rates the 
tariff’ protection required by an industry, and consequently 
the penalty on the general public, was higher than it other- 
wise would be. ’^2 They also referred to the complaints re- 
garding rates mentioned by the Holland and Ac worth Com- 


Tho South Indian Railway had an agroornont witii the British India Steam Navi* 
gation Company by which the latter ceased to call at certain ports and left to tho railway 
the monopoly of the traffic. Tlie same motive was behind the proposal to close tho Tiru- 
malaivasal port. For further details about those attempts, tho Broach ‘block’ rates 
and tho decline of the Buckingham Canal see Acworth Committee Reporty pp. oO-l. 

The liuckingham Canal leadi^ into Madras was of considerable importance at one 
time and its traffic was diverted to the railway by tho quotation of such exceptional rates 
by rail as to leave a very small margin of profit. The Acworth Committee also referred 
to tho evidence tendered as regards the existence of an agreement between the South 
Indian Railway and the Britisli India Steam Navigation Company, tho effect of which 
was to induce the steamship company to cease to call at certain ports and leave to tho 
railway tho monopoly of tlie traffic. The Agent of the railway subsociuently submitted 
proposals to tho Government to closo the port of Tirumalaivasal entirely to force traffic 
to the railway of which tho Government was owner. Ibid., p. 51. 

Indian Fiscal Commission Report, 1921-2, p. 30. 

12 Ibid., p. 72. 
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mittees, and those received by them regarding lower export 
and import rates and higher internal traffic rates. The per- 
sistence of the complaints, in spite of the Government circular 
of 1915,^'^ could not be entirely without foundation. They 
particularly endorsed the recommendations of the Holland 
Commission already referred to ; but within the limitations 
specified by them, the Fiscal Commission stated that fit is 
not unreasonable that special rates should be granted for a 
term of years to new industries, and even to others if they 
can make out a proper case for S 2 )ecial treatment. 

The comments of three successive committees on the 
subject of railway rates — two from the point of view of indus- 
trial development, and the other from that of improving the 
relations between railways and their customers — ^had the 
effect of impressing on railways the finportance of an immediate 
reform of the rates structure and policy. Before discussing 
the developments wliich followed, wo must deal with the 
classification of goods, which forms the steel frame of* the 
rating system. 

CLASSIFICATION OF GOODS 

Prior to the post-war revision, goods were grouped- into 
five classes. For exjjlosives and dangerous goods there was 
an additional class, ‘X’. The maxima and minima rates 
were charged as follows : 

Maxinuini Minimum 



(pies per 

maund per ni 

1st Class 

o:33 

01 

2nd „ 

0*5 

0-1 GG 

:3rd „ 

0-()7 

OIGG 

4th ,, 

0'8;3 

OIGG 

5th „ 

10 

OIGG 

X „ 

(explosives including 1*5 

dangerous goods) 

OIGG 


‘In this circAilar it was pointed out that tiio ostabllsiimont of industries cannot fail 
directly or indir(H>tly to ineroaso tlie business of the railways, and that the administra- 
tions of railways have it in thoir power to do much for the oneonrapccnK'nt of now indus- 
tries by the ((notation of favourable rat(3S for tlie (*arriajj;o of the raw materials and of th(^ 
finished products ; and the railway comjjanios wore asked to co-operate in making a special 
endeavour to do all that was pc^ssiblo for the oncouragoment of indigenous industries. ’ 
Indian Fiscal Commission Report, p. 73. 

Ibid., p. 75. 
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This classification was in force for over a quarter of a century 
up to 1916-7, when the pressure of war-time demands com- 
pelled railway administrations to enhance rates within their 
prescribed maxima. The demands of state finance also led 
to the passage of the Freight (Railway and Inland Steam 
Vessels) Tax Act, 1917, which imx)osed a surcharge of one pie 
per maund on coal, coke and firewood, and of two pies j^er 
maund on all other goods carried by the railway administrations 
or inland steam vessels. As the Government of India needed 
increased revenue, the rate of surcharge was further increased 
on 1 April 1921 to 21 annas x)er rui}ee of freight x^ay^ble on 
all goods excluding grains and [julses, firewood, and fodder, 
but including all coaching traffic other than passenger.^^ 

In view of the increasing costs of working during the war 
and after, all the railway administrations jiressed for raising 
rates and for enhancing the maxima. Disax3j)roving of the 
principle of surcharge, the Acworth Committee held that 
Indian railway rates and fares had always been among the 
lowest, if not the lowest, in the world and that a general in- 
crease was overdue. The committee stated that witnesses 
from all parts of India recognised that rates and fares should 
be increased and exx^ressed their readiness to x>ay the increases 
provided a reasonably efficient service was given in return. 

The Indian Railway Conference Association took ux3 the 
matter and the Railway Board agreed to consider x)i^DX308als 
involving an increase in the maxima or* a new classification, 
a percentage increase or any other method to take the place 
of the surcharge. The introduction of telescopic scales vith 
varying maxima and increased classes, or the retention of 
the existing classes with increased maxima, did not find favour 
with the framers of the new classification. The proposal 
actually put forward was to increase the classes and raise the 

Tho exemptions in the surcharge of 1917 wore permitted in this surcharge also. 
The railway companies opposed this on -the grounds that, (i) the surcharge was no longer 
required as a war measure ; {li) it was not treated as part of tho gross earnings of tho 
company to bo shared by tho company with Government like other earnings, and thoro- 
foro, not in accord with their contracts; and (i/^)ift}ie necessity for raising rates was 
admitted the principle underlying the smeharge was unsound and tho incidence inequit- 
able. Vide K. V. Iyer, Indian Railways, p. 86. 
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maxima. This was considered the best solution and, according 
to this decision, four additional classes were interpolated into, 
the existing classification by subdividing each of the first 
four classes. The fifth class became the ninth, and the special 
class X the tenth. 

The new classification came into effect on 1 April 1922. 
In the case of the two classes into which each of the first four 
was divided, one was made 15 per cent higher than the old 
rate and the other was enhanced by 25 per cent. The fourth 
class and the X class under the earlier system were each raised 
by 25 per cent. The commodities of the older classes were 
allocated to the new classes either with a 15 per cent, or 25 
per cent, enhancement. The new classification compared with 
the old stood as follows : 

TABLE 02. CLASSIFICATION OF GOODS, 1022 

(Kate in pies per niaund per mile) 

Old classification New classification 

Increase Increase 
over existing over pre- 

Class Maximum Minimum Class Maximum class ' vioua class Minimum 



rate 

rate 


rate 


/o 

0/ 

/o 

rate 

1st 

0-333 

0*100 

1st 

0-38 

14 over 1st 


0-100 




2nd 

0*42 

26 

’’ 2nd 

ii 

o-ieo 

2nd 

0*500 

0*166 

3rd 

0-58 

16 

38 




4th 

0*62 

24 

>) 

7 


:ird 

0-666 


5th 

0*77 

16 

n 3rd 

24 

3 3 




6th 

0*83 

25 

3J 33 

8 


4th 

0-833 


7th 

0*96 

15 

,, 4th 

16 





8th 

1*04 

25 

3 3 3 3 

8 


5th 

1*000 


9th 

1-25 

25 

„ 5lh 

20 

33 

X 

1*500 


10th 

1*87 

25 

„ X 

50 

33 


Although the classification with the additional groups 
achieved the main ])urpose of increasing the rates, it was open 
to several objections. Firstly, the splitting up of the classes 
destroyed the symmetry of the old class rates and the relation 
of each new class to the next one became entirely differetit. 
The result was that the scale of class rates rising from 0*38 
pie per mile to 1*87" pies per mile left widely varying gaps 
between each class. The 2nd class rate, which was 0*42 pie 
or 11 per cent higher than the 1st class rate, was in' its turn 
0*16 pie or 38 per cent lower than the 3rd class rate. The 
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4th class rate was only 0*04 j)ie or 7 per cent higher than the 
^rd, but the difference between the new 4th and 5th classes 
amounted to 24 per cent. There was thus an alternation 
of a higher and a lower rate of increase between the classes. 
The result was that a change of classification for a commodity, 
say from 3rd to 2nd, implied a decrease of 28 per cent in the 
rate, just as an alteration from 2nd to 3rd, would result in 
a proportionate enhancement of the rate. The relation of the 
rate of a new class to its previous class is shown in the table 
above. Railway administrations would naturally hesitate to 
risk a large percentage of decrease and a change of classification 
would, therefore, tend to l)e limited to the classes bearing 
the least difference, such as between 1st and 2nd, 3rd and 
4th, 5th and 6th, and so on, and not between 2nd and 3rd, 
4th and 5th, 6th and 7th, etc. The limping rate of progression 
in the rates affected the elasticity of the classification.^^ 

Secondly, the position as regards the rates for goods carried 
at railway risk and owner’s risk was left undisturbed. The 
difference between the two rates took little notice of the actuarial 
value of the risk and the practice was to quote a lower classi- 
fication for carriage at owner’s risk. When the number of 
classes was increased to 10, the difference in class was also 
raised to two, so that a commodity classified at railway risk 
in the 6th class became 4th class for owner’s risk. The unequal 
differences between the 10 classes referred to* above made the 
disparity between the two rates much greater. Thus a com- 
modity at 4th class railway risk was given 2nd class owner’s 
risk, so that the railway risk rate was raised to some 48 per 
cent above the owner’s risk rate. This had little to do with 
the actual risk involved in carrying the goods : it was to suit 
the scale of rates. 

Thirdly, the reclassification was not sufficiently broad- 
based to cover the exceptional higher classes which were 

Compare the American classification with the Indian classification of 1922. The 
ICC. Southern Territory Classification prescribed in 1925 is as follows : 

Classes 1 2 3 4 5 6 7 8 9 10 11 12 

% of 1st class 100 85 70 55 45 40 35 30 25 22*5 20 17-5 

It may be observed that the 1st class is the highest class rate in the American classifica- 
tion. 
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authorised on certain railways, such as for piecegoods, cotton, 
wool, etc., on the G.I.P. Railway on the ground that they 
involved an increase of the maxima to beyond 25 per cent. 
The railways having such exceptional classifications were 
allowed to secure additional revenue by increasing their excep- 
tional classifications. Correspondingly, those bound to a lower 
classification had to maintain it, but were permitted to have 
the 25 per cent higher maximum. Except for the 2nd class, 
the allocation of commodities had to keep within the classi- 
fication which, as compared with the maximum of the previous 
class, permitted an increase of not more than 25 per cent. 

The minima rates were not reviewed at all, and were kept 
at the same level as before. The reason for fixing the maximum 
was to prevent the companies abusing their monopolistic 
position and exploiting the public. In the public interest, there- 
fore, the maxima, as on the Ihitish railways, were also adopted 
here. The raison d^etre of fixing the minima, which are peculiar 
to this country, was different. The companies in India, en- 
titled to a guaranteed rate of interest on their investment, 
might, to meet competition, be tempted to attract traffic by 
quoting rates below cost, which would result in a loss to 
Government and, therefore, to the taxpayer. The reasoning 
which was advanced to justify the enhancement of the maxima 
rates, therefore, applied with equal effect to raising the minima 
as well. With the increase in the general cost of working, 
the minima rates, which were su])posed to have some bearing on 
the costs of working, should also have been increased to protect 
the financial interest of Government. The fact that an enhance- 
ment of the minima was not considered necessary shows that 
the pressure was towards i)ermitting the railways to exceed 
the earlier maxima, and that the minima rates were not opera- 
tive at all in the determination of the rates for commodities. 

The grouping of commodities into classes is important 
because it serves two purposes. One is to ascertain the rate 
to be charged when no station- to -station or schedule rates are 
quoted. The second object is to fix the maxima and minima 


30—1 6 14B 
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rates per maund per mile within the limits of which all rates 
of whatever kind must be kept, subject to exceptions specially 
authorised by the Railway Board. The changes introduced in 
1922 did not affect the other features of the Indian rates system. 
The maximum rate of a class in which a commodity is placed 
is deemed the ordinary rate per maund per mile for that com- 
modity exclusive of terminals or short distance charges and tolls. 

There are, of course, many cases where the rate is less 
than the maximum of the class to which the commodity is 
allocated. This practice has resulted in what are called 
‘adjusted’ class rates. In certain cases a special rate may 
be cjuoted on a classification lower than that of the commodity. 
The station-to-station rates mentioned earlier are special 
rates between two specific points, stations or junctions on 
the same or different railways. They are comprehensive 
rates inclusive of terminals, short-distance charges, tolls, etc. 
A ‘schedule’ rate is fundamentally different and is quoted on 
a basis lower than the maximum of the class either on a uniform 
or equal milage basis or on a telescopic (cumulative) principle. 
An equal milage schedule rate may be 0*25 pie per maund 
per mile. If it varies on a telescopic principle, it may vary 
according to distance or weight, such as a rate up to a specified 
distance or weight, and a lower. rate up to a further specified 
distance or weight, and so on.^’^ 

The volume of traffic carried under these exceptional rates 
gives them a special importance. It has been estimated that 
from 75 to 80 per cent of the goods traffic is carried at rates 
either 1st or 2nd class, or even lower, that is at schedule or station- 
to-station rates, leaving only about 20 to 25 per cent of the 
traffic for the remaining classes. Consequently some of the 
classes have not been effective at all. 

DEMAND FOR REFORM 

Although there were occasional criticisms by individual 
students of railway problems of the prevailing features of the 


r.R.C\A. (yoods Tariff, General rules, 
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rates system, opportunity was aftbrded for a detailed exa- 
mination only in 1930, when the President and Member . of 
the Railway Rates Advisory Committee were asked to submit 
proposals for the revision of the Indian Railways Act, 1890. 
Commercial bodies and chambers of commerce availed them- 
selves of this opportunity to represent their views on the 
shortcomings of that Act. The changes introduced under 
the Railways Act,^ 1921, in Great Britain, and tlie American 
system as modified by the Transportation Act, 1920, had 
influenced commercial opinion to a considerable extent. Thus 
the Indian Chamber of Commerce, Calcutta, |)roposed that 
a Rates Tribunal be constituted and, as wus done in Great 
Britain, be empowered to draw up an entirely new classi- 
fication after sounding public opinion on the subject.^® Any 
changes in that classification were to be made only with the 
approval of the proposed tribunal. The numerous exceptions 
which existed under the classification of 1922 wore to be absorbed 
into a new classification which was to be so drawn up as to bo* 
uniform for the particular groups into which railways were to bo 
classified.^^ Other chambers also represented their views to the 
same effect. But the rapid decline of railway revenues with the 
commencement of the depression, and the anxiety to balance the 
budget in the meantime rendered any drastic changes in the 
rating system inadvisable, and consideration of these questions 
was deferred until conditions became normal again. The report 
of the President and Member of the Railway Rates Advisory 
Committee has not been released to the public so far. 

During the depression, as we have seen already, the decline 
of prices and its reactions on trade and industry left railway 

Under the present procedure, the tra<lin^ public have no opportunities to parti- 
cipate in the discussions com^erning tiie classification of goods. The (ilassifieation is 
done by the Indian Railway Couferenco Association, wbich, as the Indian (Uiainber charac- 
terised, ‘is an unofficial body of railway representatives, who unfortunately work behind 
closed doors and whoso proceedings are not available to the public.’ Mcniorandton to 

R.R.A.O., 1930. 

lbi(i. The propiwed classification of the Indian (’hamber of (louunerco is interesting. 
'Fhe main seidlons of the classification were to bo ; (1) goods by goods train; (2) live- 
stock by goods train ; (3) perishable goods by passenger train or other similar service ; 
and (4) goods other than perishables by passenger train or otluu' similar service. The 
classification of goods by goods train is to bo further divided into : agricultural products ; 
(!oal, coke and patent fuel ; general goods ; timber ; returned empties ; dangerous goods ; 
and goods of very groat value. 
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rates relatively higher, and, in addition to a demand for 
a general reduction of rates, gave rise to other complaints 
regarding the rating system. These complaints, the existence 
of which was admitted by railway officials themselves, may 
be summarized as follows : 

(1) The existence of numerons possible alternatives to the existing 
class rates, to the maxima rates per maund per mile laid down by the Govern- 
ment of India. 

(2) The standard character of the class rates was impaired by the em- 
ployment of the ‘adjusted’ class rates, lower than the maxima between 
a pair of stations, the use of exceptional classifications for certain com- 
modities, and tile departure, in the basic charges even when the general 
classification was adhered to, from the pr(‘sent maxima. 

(3) The numerous restrictions on the quotations of individual rates 
such as the minima weights and distances, special packing conditions, etc. 

(4) The railway routing agreements requiring particular traffic to be 
charged for, and consigned by, particular routes. 

(5) Tlie general adoption of the equal milage as opposed to the tele- 
scopic principle of rates. 

((5) The wide differences between schedule rates on individual railway 
administrations for the transportation of the same commodities. 

(7) The impossibility of ‘firm’ quotation of rates to the public on 
account of the absence of station rate registers. 

(8) The complicated character of the rating system which required 
numerous documents to be consulted before rates for the carriage of indi- 
vidual consignments could be ascertained, and which anade the station staffs 
charge — to avoid being penalized for charging by mistake lower than the 
proper rates — ‘safe’ rates or higher rates. This practice caused unnecessary 
irritation and trouble for refunds — difficulties which were intensified 
when there was through booking of traffic over more than one railway.^® 

A conference of railway, commercial and other represen- 
tatives was held on 29 July 1935, at Delhi to meet public 
criticism of the rating system. The Associated Chambers 
of Commerce stating the pressing needs of the business com- 
munity, asked for simpler methods of obtaining information 
about rates, simplification and revision of the tariff, investi- 
gation of the liability of railways under the existing risk notes, 
and a review of these risk notes. 


A. VV. Dockott, 'Tiu’ Indian liaihcaif Rales /Structure ; The Case for /Simplification ^ 
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Mr. (later Sir) B. C. Burt of the Agricultural Research 
Council representing the point of view of the agricultural 
industry considered that there might be a good deal of scope 
for revision. He proposed that ‘there should be a re-exa- 
mination of the incidence of railway rates on the different 
classes of commodities with reference to tlieii* value.’ By 
the value of agricultural jiroduce, he meant value at the point 
of production, the harvest time price such as every Pro- 
vincial Government publishes annually. 

The commercial representatives at the conference were less 
interested in the theory of goods classification than in obtaining 
‘firm’ rates and prompt quotations, 'llie result of these dis- 
cussions and of the efforts alieady put forth by the Indian Rail- 
way Conference Association was the classification introduced 
on 1 May 1936. The total number of classes was increased 
from 10 to 16, by interpolating six additional classes into the 
existing number, as shown in Table 63. 

TABLE 63. GENERAL CLA88IFIC^ATION OF GOODS, 1930 
(Rate ill pies per niauiid per mile) 




Increase 




Increase 




over pre- 




over pre- 


Class Maximum 

vious class 

Minimum (-lass 

Maximum 

vious class 

Minimum 


rate 

0 / 

rate 


Tate 


rate 

1 

0-38 

/o 

0 100 

4B 

0-72 

/o 

7 

0T66 

2 

0-42 

ii 


r> 

0-77 

7 


2 A 

0-46 

10 


0 

0-83 

8 


2 B 

0*50 

9 


6 A 

0*89 

7 

5 ) 

2C 

0-54 

8 


7 

0-96 

8 

3 ? 

3 

0-58 

7 

OT60 

8 

104 

8 

33 

4 

0*62 

7 


9 

1-25 

20 

3 3 

4 A 

0-67 

8 


10 

1-87 

50 

3 3 


The revised classification certainly helped to remove some 


of the more serious anomalies. It ])ermitted a wider range 
for the regrouping of commodities and under the practice 
followed provided a 'device whereby the difference between 

Amplifying this Sir Bryce stated : ‘What moans most to tlio agriculturist is the 
price which lie gets for his produce and therefore it is the railway fri'ight on his produce 
which is of the greatest importance to him. vSecoiid in importance comes the railway 
freight on the necessities for prodiudion, such as manures and implements; this is defi- 
rjitely second in importance in India. And third comes the railway freight on those 
products in which he is only intorostod as a consumer. Now if wo look at railway 
freights from that point of view , . . there may be a good deal of scope for revision.’ 
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the owner’s risk and railway risk rates could be reduced. But 
while the elassifieation afforded scope for improvement in 
these directions, other defects inherent in the system itself 
were left largely untouched. The complaints of the business 
community regarding the present rating system were directed 
against the operation of (1) the risk rates ; (2) the maxima- 
and minima rates ; (3)* schedule rates ; (4) discontinuous 

milage ; and (5) terminal charges. Little has been done since 
1937 to remove them, and after the present war, they are 
likely to demand immediate attention. We may, therefore, 
proceed to discuss them in some detail in the same order. 

RISK RATES 

The revision of the risk note forms introduced on 1 October 
1924, imposed on railways a measure of responsibility greater 
than the earlier forms. The difference between the owner’s 
risk and the railway risk was narrowed down by the inter- 
polation of the additional classes between those which had 
broad gaps between them. But the ])rincipal objection was 
that the difference between the two rates was not a true eva- 
luation of the risk undertaken by railways in the transportation 
of freight. In the United States, railway undertakings arc 
prohibited by law to contract themselves out of any liability 
from damage or loss. The Interstate Commerce Act specifically 
states : 

‘That any common carrier, raih-oad or transportation company . . . shall be 
liable to the lawful holder’ of a receipt or bill of lading for the full actual loss, 
damage or injury to such property caused by it, and bio contract, receipt, 
rule, regulation or other limitation of any character whatsoever shall exempt 
such common carrier, railroad or transportation company from the lia- 
bility hereby im posed. 

The old Risk Note Form B, the principal form, exempted the railways from res- 
ponsibility for afiy loss, destruction, deterioration, or damage except in regard to the 
loss of a complete c-onsignment or of one or moro packages thereof duo either to theft 
or wilful neglect of the administration or its servants. Tlie new form, while confining 
the administration’s responsibility to rases of non-delivery of a fomj)lele eonsignnu'iit 
or any part thereof, or of pilferage from a consignment, stipulates that in these eases 
the administration shall disclose to the consignor how the consignment was dealt with 
througliout the time it was in its possession, ami the harden of proof of misconduct is 
laid on the consignor. 

{Section 110 (11). 
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The provisions of the section have been extended to motor 
transport also under the Motor Carrier Act, 1935. The element 
of risk has not afteck^l the rates structure in the United States. 

The practice in Great Britain, which has had considerable 
influence on the Indian system; permitted risk rates, which 
before the ‘appointed day’ represented a difference amounting 
to 10 to 20 per cent. The Railways Act, 1921 changed this 
practice completely. According to the new act, the margin 
of difference was limited to the difference in the risk involved. 
It was ])rescribed that the extent of this margin should be 
‘such as in the opinion of the (Railway) rates tribunal is 
fairly equivalent to the amount by which the risk of the com- 
pany ill the case of the merchandise in question differs under 
the two sets of conditions.’‘^'* Since the arrival of the 
‘appointed day’, practice has been brought into line with 
theory, and the difference from the standard charges when 
merchandise is carried under owner’s risk has been reduced 
to smaller ju’oportions. The reductions under this practice^^ 
for the owner’s risk rates are as follows : 

Traffic marked a 2.1 % Traffic marked e % 

„ ^ 3|% „ „ f 4% 

„ c 5 % „ „ g 10 % 

„ d 61 % „ „ h m % 

It has already been stated that in spite of the improve- 

ments effected, the recent changes in the Indian classification 
still left a substantial margin between the two risk rates. 
Taking the difference of two classifications as representing 
the margin between the owner’s risk rates and railway risk 
rates, the rates might vary between 7 and 16 per cent, and 
in the higher classes even up to 35 per cent under the classi- 
fication of 1936. In the case of the schedule rates, generally 

Railways Act, 1921, Soc. 4(>(3). In tho Oeiioral Classification ‘tlu> owners’ risk rates 
wore known as r, ij and carrying roductions of 10, 15 an<l 20 f)or cent respoctivdy .... 
In reality these rednetions often bore little resomblaneo to tlie actual losses ox[)(wioncod, 
aiui the owners’ risk rates . . . came to bo looked upon as a good inofliurn for bargaining 
between the trader and the railway. Thus, if a trader on the one hand maintained that 
a certain commodity should really be classified as Class 1, while the railway maintained 
on the other hand, that it should b(5 classified as Class 2, after considerable argument and 
bargaining it often resulted in the railway suggesting a 2 y rate, which was 15 per cent 
below the Class 2 rate and yet was somewhat above the (dass 1 rate.’ C. E. R. SlauTington 
Econo?nics of Rail Transport, in Great Britain, Vol II, p. 100. 

25 Ibid., p. 107. 



240 


FREIGHT RATES AND INDUSTRIAL DEVELOPMENT 


quoted at owiier’s Tisk, tlio eorrespoiiding railway risk rate 
would bo the class rate, whi(4i luiglit be much higher.-^ The 
position as regards the station-to-station rates also remained 
the same. In addition to this large difference many other 
factors limited considm'ably the trader’s option of choosing 
between the owner’s risk and railway risk rates. 

The present position in regard to the risk rates may be 
summed up thus. Indian railways may not quote alternative 
owner’s risk rates at all. There is nothing in the Indian Rail- 
ways Act to compel the railways to quote reduced rates on 
owner’s risk conditions. Sc(4ion 72(2) ot the Act leaves it 
open to the railways to limit their responsibility as bailee 
for the loss, destruction or deterioration of goods delivered 
to them for carriage by an agreement with the sender on owner’s 
risk rate conditions. If a railway administration does not 
wish to limit its liability by the quotation of reduced rates 
at owner’s risk, there is nothing to compel it to do so ; nor 
is there anything in the Act laying down a principle for the 
fixation of the owner’s lisk rates. In Bengal Nagpur Cotton 
Mills Ltd. V. The N.W., GJ.P. ayid B.N, Railways, the Rail- 
way Rates Advisory Committee observed : 

‘In the present state of affairs on Indian railways, the fixation of rates 
in regard to risks is, we feel, somewhat arbitrary and nnsatisfac*tory, and 
whether naluced ownc'r’s risk rates should be quoted in all eases where 
rates are quoted for damageable men^handise at railway risk, and vice versa, 
and how the difference betwecMi railway risk rates and owina^’s risk rates 
should be fixed, are, in our opinion, quc'stions r(‘quiring investigation, with 
a view to allay the discontent which, we think, exists on the subje(;t among 
the public today, and we invite the Ocwernmeiit’s attention to the matter. 

Tho Wedgwood Coinniittoo diseu8,sing the risk rates stated : ‘Flour, for instance, 
is normally carried at a schedule rate, owner’s risk. On tho G.I.P. Railway tho charge 
for GOO miles would 1)6 approximately Re. -/1 4/- per mannd. Jf tho sondor wishes to 
forward the flour at railway risk ho must pay tho class rato, which for too same distance 
is Ks, 1 /G/- per maund, or 57 per cent above tlu) owner’s risk Icwol. . . . Tho owner’s risk 
rates are used as a matter of course, but when a trader finds that in individual cases 
they weigh hardly upon him, ho enquires upon what terms the railway will take the risk, 
and is referred to tho railway risk rato already existing. This, for tho reasons already 
explained, may Ijo considerably higher than the owner’s risk rato— to such an extent 
indeed, as to be prohibitive— and tho trader therefore finds hiinsdTT compelled to continue 
forwarding his traffic at owner’s risk.’ Wedgivood Committee Report, p. 82. 

2’ R.R.A.O., Case XLIV. Report, 1935, para 67, p. 38. In some cases tho railways 

took the benefit of tho doubt in tlieir own favour and against the trader. The committee 
pointed out in this case that ‘although on each of the two alternative routes there are 
portions over whtch no. reduced owner’s risk rates are quoted, the risk note form B,. , 
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The difference in the legal position of railways in India, 
where they are not, as in England, insurers of goods entrusted 
to them, has rendered them liable only for negligence or mis- 
conduct of their servants. This has made the theory of risk 
rates in India rather anomalous in practice. The complaints 
of the trader have been particularly persistent as he considers 
the present liability of railways for negligence only and for 
furnishing information as to how the goods have been dealt 
with practically valueless. The Wedgwood Committee en- 
dorsing the principle that the difference between the two rates 
‘must fairly reflect the amount of risk involved,’ expressed 
their opinion ‘that the Indian trader has some claim for con- 
sideration in this matter and that the railways could meet 
his wishes without serious sacrifice of revenue.’^® The com- 
mittee suggested the study of the British practice ‘with a view 
to the voluntary adoption of a similar solution suited to the 
special conditions of India.’ 

With the development of alternative forms of transport, 
the railways can ill afford to leave their customers in a state 
of dissatisfaction. The need to clarify the unsatisfixetory 
character of the risk rates is clear. One of the urgent measures 
of reform is to ascertain the insurance value of the risk in- 
volved in the carriage of the different damageable commodities 
under the present system of carrying freight and bring the 
law and practice into line with that of the improved procedure 
on British railways. Since owner’s risk rates are really the 
effective rates and railway risk rates only paper rates, there 
appears to be comparatively little financial risk involved in 
adopting a more accurate system. 


is made out as covering the entire journey, . .. oven over such portions of the routes whore 
no reduced owner’s risk rate is quoted, and this results in those railways which quote 
no reduced owner’s risk rates obtaining the protection of the risk note.’ 

28 The Wedgwood Committee found that ‘the Indian trader has an advantage over 
the British trader (in regard to class rates) because of the higher percentage rebate allowed 
to him when he bears the risk himself. On the other hand, in regard to station-to-station 
rates, the British trader has an advantage over the Indian trader in that, where a rate 
carrying one sot of conditions is in operation, ho may demand a corresponding rate bearing 
the other set of conditions.’ But tlie facts cited in the text suggest that the difference 
between the railway risk and owner’s risk rates acts more as a deterrent against traffic 
passing under railway risk. It tends rather to force than to encourage traffic to move 
under owner’s risk. Report, para 120, p. 83, 


31— 1514B 
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Informed opinion on the subject of risk rates appears to 
discount the importance attached to risk in classification and 
rates problems. The report of the Federal Coordinator of 
Transportation, United States, referring to this subject states : 

‘The clement of risk of loss or damage to the freight looms large in many 
classification controversies, but apparently is actually of small importance. 
It is a factor capable of fairly exact appraisal .... There is little need to 
confuse this factor as an clement of classification. It ought to be treated 
for what it is — insurance agaitist risks ordinarily incident to transportation. 
This can be accomplished in one, or perhaps a combination, of two methods. 
It can be ignored and treated as a common overhead of all transportation 
or it can be separated from the transportation rates and priced separately 
as an insurance premium is priced. 

MAXIMA AND MINIMA 

The maxima and minima feature of the rates system has 
also been left untouched. The objections mentioned earlier 
in connexion with the paiTial revision of 1922 have not, with 
the passage of years, become of less moment. It was all very 
well for Government to impose a regulation of that type when 
state -managed railways were the exception and company 
management the general rule. When the State had taken 
over the East Indian, Great Indian Peninsula and Burma 
Railways, for direct management, the raison d'etre for such 
a financial safeguard disap])eared, at least on the state -managed 
railways. The Railway Board could not have maintained 
two fundamentally different rate systems, one on the state- 
managed railways and the other on the company-managed 
railways ; or it might have rightly hesitated to embark on 
too rapid a change from current practice. These considera- 
tions may have justified the policy of not altering the rating 
system prior to 1924. But the period since the separation 
of finance was essentially one of different ideas. The Govern- 
ment of India (Railway Department) showed a better appre- 
ciation of their own powers as the controlling authority under 
the contracts with the companies, and the company-managed 

39 Ji'reight Tntjfic Report, Vol. I, para 43, pp. 32-3, 
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lines had to keep pace with the state -managed railways in 
many directions. They had, for instance, to conform to the 
principles of reasonableness of rates adumbrated by the Rail- 
way Rates Advisory Committee, constituted in 1926. The 
hesitation to remove this anachronism — the maxima and 
minima — is, therefore, surprising. The company-managed rail- 
ways endeavoured to support most of the policies initiated 
at the instance of the Railway Board, such as in the matter 
of recruitment, purchase of stores, etc., on all of which they 
would hava been well within their contractual rights to have 
disagreed and differed. 

The main criticism against the maxima and minima system 
is that it leaves too wide a margin for individual railway ad- 
ministrations to fix their rates. How wide this margin is 
between the maximum and the minimum of each of the present 
16 classes may be seen from the percentage increases up 
to which the railway administrations are at liberty to fix their 
rates for commodities above the minima. In the following 
table is given the percentage relation of the maxima rates 
of the different classes to their corresponding-' Ininima. 


TABLE 64. 

PERCENTAGE RELATION OF 

CLA88 RATES 

MAXIMA TO MINIMA 

Class 

Minima* 
(pies pe 

Maxima* Increase 

r maimd per mile) 

Percentage relation 
to minima 

1 

OTOO 

0-38 

0-28 

380 

2 


0-42 

0-32 

420 

2 A 


0-46 

0-36 

460 

2 B 


()'50 

040 

500 

2C 

>> 

0*54 

0-44 

540 

3 

0T66 

()'58 

0-414 

349 

4 


0-62 

0-454 

373 

4 A 


0-67 

0-504 

404 

4B 

99 

()-72 

0-554 

434 

5 

99 

0-77 

0-604 

464 

6 


0'83 

0-664 

500 

6 A 

9 9 

0-89 

0-724 

536 

7 

9 9 

0-96 

0-794 

578 

8 

99 

104 

0-874 

626 

9 

9 9 

1 25 

1-084 

753 

10 


1-87 

1-704 

1126 


* 1. R. C. A. Goods TanJJ. 



244 


FREIGHT RATES AND INDUSTRIAL DEVELOPMENT 


It will be noticed that the discretion in the hands of the 
railway administrations is considerable. The 1st class rate 
shows that the maximum is about four times the minimum. The 
margin extends to 5| times the minima for the next four classes. 
The other classes provide an even wider range of variations. 
Thus for the 8th class, the difference amounts to that between 
0T66 to 1*04 pies. Obviously, the railways can fix in this 
class an infinite number of rates, the difference amounting 
to as much as six times the minima. That the fixing of the 
maxima is of doubtful utility to safeguard the public interest 
was perceived long ago, when there was greater reason in the 
fixing of a minimum in India v/ith the guaranteed railway 
companies exposed to the temptation of unduly forcing down 
rates. The theory of prescribing upper and lower limits and 
allowing unfettered discretion to individual administrations 
to fix whatever rates on particular commodities they deemed 
best has broken down in practice. Professor Hadley observed 
that ^every careful student of the question, from Morrison, in 
1836, down to the committees of 1872 and 1882 (in England), 
has come to the conclusion that fixed maxima are of next to 
no use in prev.enting extortion,’ a statement which the late 
Sir William Acworth himself endorsed in his discussion of 
the problem. There seems, therefore, to be no doubt that 
the maxima and minima serve little purpose at the present time. 

In view of these considerations, the proposal to have 
‘standard charges’ as in Great Britain has received con- 
siderable support in this country. It is desirable to adopt 
some norm for railways to fix rates. One practical method 
may be to frame the standard rates on the basis of the present 
effective rates. It is probable that the public may expect 
too much from a change of system and may need to be re- . 
minded that in Great Britain the standard charges are in a 
majority of cases only paper rates ; the practice has been 
to quote exceptional rates lower than the standard rates. 
The change in terminology will be helpful in putting the whole 

EUmantu of Railway Economics, 1924, pp. 146, 161. 
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system on a basis which takes facts as they are and not as 
they might have been. 


SCHEDULE RATES 

The class rates — the maximum rates against each of the 
sixteen classes — according to official estimates account for 
only about 20 per cent of the goods traffic receipts. The 
remaining 80 per cent is from traffic charged at rates below 
the authorized maxima, namely, the schedule rates and 
station-to-station rates. The schedule rates have given rise 
to complaints on the score of complexity and sur^^rising varia- 
tions in their application. The Wedgwood Committee quoted 
the case of cement, which was carried by twelve Class I rail- 
ways on seven different schedules, so that the charge for 300 
miles varied from 51 pies per maund to 114 pies per inaiind. 
Similarly, salt was. carried on ten different schedules and the 
same was true of grains and pulses. 

The schedules were prepared when the relations between 
the different railway administrations were less intimate and 
when each railway built up its schedules according to its own 
individual requirements and circumstances. vSome differences 
are always bound to exist from the very conditions of railway 
working. Occasions also do arise frequently enough justifying 
different schedules, not only between different railways but 
on the same railway itself for the same commodity. Rates 
have to reflect differences in the cost of operation. As the 
Wedgwood Committee put it : ‘Costs may be widely dissimilar 
on different sections owing to gradients or gauge ; while scarcity 
of traffic may warrant a higher schedule of rates, just as density 
of traffic may make a lower schedule remunerative. The 
demand for a uniform schedule for each commodity is un- 
reasonable, and particularly so in a vast country like India where 
the conditions vary so remarkably between one district and 
another. But that there is some basis for the charge of 

Wedgwood (Joniinitlee Report, j>ai‘a 127, p. 71). 

Ibid., p. 80. Cf. ‘Complete uniformity in class and commodity rates, as the [Inter- 
state Commerce] Commission recognizes, is impossible if not undesirable. Operating 
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complexity is confirmed by the Wedgwood Committee who con- 
cluded that ‘the diversity of schedules on the Indian railways 
cannot altogether be justified by considerations of this charac- 
ter.’ They urged a policy of simplification to be pursued 
energetically ‘with the ultimate object of reducing the number 
of schedules applicable to each commodity concerned to the 
minimum which can be justified on definite commercial 
grounds. 

DISCONTINUOUS MILAGE 

The Indian rates system, as stated at the beginning of 
this chapter, was also criticised on the ground that it did not 
adopt the telescopic principle on continuous milage. The 
conclusions of the Industrial and Fiscal (Jommissions were 
to the effect that the rating practice ought to allow for the 
fact that railways operated on the principle of diminishing 
costs with every increase in the lengths of haul. 

We may now refer to a feature in the Indian railway rates 
practice which has exerted a powerful influence on the general 
rates structure. Indian railways, as the Rates Advisory 
Committee pointed out in one of their reports, ‘desire to 
be treated as separate units in rate-making, urge differences 
in their cost of working, in their revenue position in the staple 
commodities on which they live and oppose through rates on 
a telescopic or other basis, treating the whole distance of the 
run as one ; and while doing so, they adopt at the same time 
the position of the unity of structure of the system as a 

and financial conditions aro not uniform in tlio different regions of the (jountry. For 
example, the factor of comparatively light traffic density lias been held to justify higher 
rates for the upper half of the lower peninsula of Michigan and the upper portion of New 
England . . . Commodity rates by their very nature cannot bo uniform throughout 
the country. They aro explained by exceptional conditions, such as the volume and 
pharacter of traffic, or the competitive conditions which may (^xist for a particular rail- 
road in a given territory.’ H. G. Moulton and Others, American T ramportation Problem, 
pp. 142-3. 

W edgwood Committee Report, p. 80. The report adds ; ‘As long as the present situation 
lasts it will bo a weakness in the radway position, and will tell against the railways in tlieir 
endeavour to win the support of the trading public. It is in our view incumbent on the 
railways to work steadily in the direction of simplification and to lose no opportunity 
of establishing themselves in a more logical and defensible position. The problem no 
doubt calls for the best experience of the rates experts of the different administrations 
if a satisfactory solution is to bo found, but we would urge that the movement as a whole 
should receive its impulse from a higher quarter, and that the Railway Board should giv6 
it their special attention and encouragement.’^ Para 127, p. 80. 
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whole mainly from the revenue -earning point of view and 
that it would be dangerous to treat them as distinct units.’*^^ 
The existence side by side with the state-managed railways of 
company-managed railways with their contractual rights led to a 
situation where each railway system endeavoured to preserve its 
individuality to such an extent that the operation of the tele- 
scopic scale for passenger and goods traffic alike tended to be 
confined to its own limits. The Indian Railways Act, 1890, 
is silent on this point. There is nothing in it to prevent rail- 
ways from treating themselves as separate and independent 
units for rate making or to compel them to regulate their 
individual rates on the bases of rates charged on other systems 
or to have regard to the total lead of the traffic or to the lead 
of the other systems in fixing their portions of the rates for 
through tfafHc, There is equally little in the Act to require 
the railways to adopt telescopic rates. The desire to make 
their revenue pay their way and the policy of the Government 
for a long time — in fact almost from the beginning — to inter- 
fere as little as possible with railway administrations, led to the 
development of individual systems which yielded to uniformity 
of practice only in exceptional instances, as in the carriage of 
coal, or when there was a pressure of competition in a common 
territory or alternative competitive routes. This individual- 
istic attitude not infrequently led to the levy of maximum 
charges on short leads to another railway and lower rates 
to encourage longer hauls over the home lino. 

The complaint of discontinuous milage was raised only 
against some schedule rates. Other schedule rates and class 
rates, it may be explained, are not telescopic, and the station - 
to-station rates are lump sum quotations. But as an appre- 
ciable portion of the goods traffic passes on schedule rates, 
the range of traffic affected is considerable.^^ The Wedgwood 
Committee found it ‘difficult to resist the contention that, 
apart from break of gauge and transhipment, the natural and 

R.R.A.C., Caso TV. Kesoram. Cotton Mills cC Four Others v. The iV.TF. and 
EJ.Rjjs., 1929, Report, p. 11. 

Wedgivood Committee Report, para 128, p, 80. 
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logical method of calculating the rate is upon the throughout 
distance, not upon a series of “discontinuous” distances.’ 
‘Here too,’ they said, ‘there is some ground for criticism of 
the rate system, and the criticism cannot be ignored. It 
applies most strongly in the case of exchange of traffic from 
one state-managed system to another, and will increase in 
force if more systems are transferred from private to state- 
management.’*^^' 

The difficulties which present themselves against a pro- 
gram of immediate ado])tion of the telescopic basis are 
not to be minimised. The switching over to the telescopic 
rates may prove to many sections, at any rate for the imme- 
diate future, a measure of doubtful gain. The telescopic 
principle implies that »(a) the railways should be treated as 
one unitary organization for the purpose of the fixation of 
rates for through traffic ; (6) rates should be fixed on a tele- 
scopic basis ; and (c) in the case of through traffic, telescopic 
scales should be applied on the continuous milage of the through 
lead and not separately on the milage of each railway con- 
cerned in the lead. 

The adoption of such a policy has disadvantages as well 
as advantages. It would tend to intensify market competition 
by facilitating access to distant markets and giving the public 
the widest possible choice and the benefit of lower prices which 
such competition would bring. Buf, as the Rates Committee 
pointed out, it would also ‘bring about considerable disturbances 
in the trade conditions which have come into existence on the 
basis of the present ratiiig structures, and thus cause material 
loss to some industries, which are near the markets.’ The 
effect on railway revenue may prove unfavourable. The loss 
of revenue on long distance traffic from a change to the tele- 
scopic scales may necessitate enhancement of rates on short 
distance traffic which would react adversely on industries 
located near consuming centres.^'^ 

Wnlgwood Committee Re, port, ibid., para 128, p. 81. 

R.R.A.O., Case XLTV. B-^ngal Nagpur Cotton Mills Ltd. w. The N.W., and 

B.N, Railways dis(3ua9os this aspect of the problems in detail. See Report para 11, pp. 8-9, 
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The economic effects of a change to telescopic scales will 
be largely governed by the character of the milage gradations 
in the classification and the rapidity with which the initial 
rate tapers off with the increase in the distance. The probable 
reduction in the income will have to be countered by an increase 
in the level of rates. It is interesting to observe that at least 
some businessmen are aware of this and are prepared to shoulder 
the additional burden.*'^® On the other hand the possibility 
of new and sudden market competition, ]:>resonce of new rivajls 
whom the present rating system had kept away and the loss 
of markets to present interests might well create an economic 
situation too serious to be hazarded. These considerations 
indicate that the transition from the present system with all 
its shortcomings may necessarily have to be slower and more' 
deliberate. 

Secondly, there are other praidical difficulties which also 
stand in the way of the introduction of telescopic scales. The 
question is not one hnerely of calculating the rate continuously 
for the throughout distance instead of discontinuously for the 
two or more sections on different systems : the sdiedules 
applied on the different systems are in many cases themselves 
different. In some degree, therefore, as the Wedgwood 
Committee pointed out, we are thrown back on the more 
general problem of simplification. But even simplification 
of the schedules is not likely to carry one far in meeting public 
criticism against discontinuous milage. In place of many 
diverse schedules on the different railways, it may be possible 
to evolve without undue disturbance a schedule which fairly 

The Indian Chainbor of Coinmerco, Calcntia, appeared to Lo willing enough 
to meet this. They stated in their memorandum to the President of the Railway Kates 
Advisory Committee : ‘The probable loss in income as a result of the adoption of thi' 
principle of continuous milage and of the milage gradations can be estimated and its 
percentage of the total income of the railways taken as an indication of the extent to 
which it would be neiicssary to increase tlie existing level of rates and fares in order to 
ensure the present rate of return from railway investments.... The increase on English Rail- 
ways was one per cent and a half ; it will bo more on Indian railways, but in view of the 
economies of grouping, the simplilicatiou of tariffs, and of tariff accounting etc., it could be 
safely estimated not to exceed in any case 5 per cent specially as the percentage of through 
to local traffiti in India is mu<-h less than in England. The traders in India could well 
emulate their confreres in England and accept an increase in the shoit distance freights in 
order to ensure very much reduced freights on long distance traffic.’ Mffnoranduin pp. 
20-30. 

Wedg^vood Comm'ittec Tfeport, para 128, p. 81. 

32 d.514B 
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balances gains and losses. But this will not be possible in 
the case of the telescopic princiy)le, which implies rate reduc- 
tions. As there is no ground to expect a countervailing busi- 
ness, the Wedgwood Committee concluded ‘the losses might 
indeed be so heavy as to cripple railway finances, and we can 
see nothing in the circumstances .to justify such a risk being 
taken. As the hardship involved in the present position 
was deemed to be ‘not of so urgent a character,’ the committee 
recommended the quotation of station-to-station rates ‘nearer to 
the figure of the through rate as calculated on the “continuous” 
principle’ in such cases where the circumstances demanded.^^ 

The Wedgwood Committee were justified in adopting a 
cautious attitude from the point of view of railway finance 
at the time of their enquiry. When railways had not emerged 
from the era of deficits, it was no time to propose far-reaching 
changes, the financial effects of which were extremely un- 
certain. But the solution proposed offers no assurance of 
prompt and adequate relief to the trader who has to resort 
to the tardy and tedious process of negotiations with individual 
railways, reinforced if necessary l)y a threat of appeal to the 
Railway Rates Advisory Committee. That the difficulties 
created by the discontinuous milage are real and serious will 
be clear from the effects of the present rating systems on (certain 
industries discussed in the following pages. 

Thus the efforts which culminated in the new classification 
of 1936 left out of account altogether the problem of tele- 
scopic scales on continuous milage. The increasing emphasis 
on internal production and trade as against export and import 
trade in India is likely to favour, if not actually precipitate, 
the gradual adoption of telescopic scales on the cumulative 
milage basis. 

TERMINAL (BARGES 

The rates levied for the carriage of commodities some- 
times include a terminal change to compensate the railway 

Wedgwood Co^mnitfee Report, para 128, p. 81, 

Ibid', 
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administration for services rendered at the terminals. Al- 
though the law in India has generally followed English law 
on the subject, there has been some difference in practice. 

According to the Railways Act, 1921, exceptional rates 
may be disintegrated into charges for conveyance, station 
terminals, service terminals and accommodation provided, and 
services rendered at or in connexion with a private siding.^^ 
/rhe Railway Rates Tribunal has also approved of a standard 
terminal varying with the station terminal and the service 
terminal. Except for the first five classes of the English 
classification to which they do not apply, service terminals 
show separate charges under the four heads, loading, unloading, 
covering and uncovering, under each of the remaining classes. 

The problem of terminal charges has not arisen at all in 
the United States, as the American railway rates have been 
recognized as covering the full service which the carrier gives, 
namely, furnishing the car, a place at which to load it, the 
conveyance of that loaded car and its terminal delivery. 

The position in India is rather nebulous. There are no 
scales of maximum terminal charges in India. Nor is there 
a differentiation between the charges for station accommodation 
and the services" rendered. Section 43 of the Indian Railways 
Act, 1890, no more than recognises the right of railways to levy 
reasonable terminals and it has been optional with railways 
to charge or not to charge. The defects of the existing system 
are readily summarized. The present charge does not dis- 
tinguish between service and station terminals. Barring the 
case of special terminals, the size of the station or the nature 
of the facilities provided appears to have no bearing on the 
charge imposed. Nor, apart from such low grade traffic as 
coal and grains, is any allowance made, for the class of com- 
modities carried. In many c^ses a ‘double’ or ‘higher than 
single’ terminal is charged at one end even where only one 
station is used — that is irrespective of whether the traffic is 
local or through. What is more surpiising is that even when 


42 Sec. 40(1). 
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no regular terminal accommodation or service is provided 
the trader has to pay the full terminal charge. What is even 
more exasperating is that he has to pay it even when the cost 
of loading and unloading is Imrne by hirn.^^ 

Nor is the practice uniform on all railways. Thus, the 
more transfer of the Naini-Jubbulpore section from the E.I. 
to the GJ.P., on 1 October 1925, led to the imposition of a 
terminal charge of four annas per ton of kiln coal received 
by the Central Provinces Portland Cement Company from 
the Bengal area. Both the railways were state-owned and 
state -managed, and the additional levy which should have 
been justified on economic grounds was supported merely on 
the basis that it was entirely within the scope of the powers 
and in line with the practice of the G.l.P. It was not remitted 
by the Railway Board, although the Railway Rates Advisory 
Committee had recommended it.^^ Tn a •more recent case 
also, the committee commended foi* ‘the consideration of the 
Government of India the desirability, in the interests of the 
railways and traders alike, of clarifying the Indian law 
on the subject of terminals at an early opportunity if it be 
the intention to retain terminal charges as such.’‘^^ The fact 
that it is entirely optional with the railway, administration 
to charge or not to charge vastly increases its capacity to 
discriminate. The levy of the terminal may be used effec- 
tively to block traffic. The revision of the rating system in 
1936 has also failed to take note of the anomalies created by 
the system of charging terminals. . 

RAILWAY RATES AND INDUSTRIES 

The effects of railway rates on trade and industry are far- 
reaching and those interested in the development of large 
scale industries in India have always looked upon railway 
rates as a powerful instrument of assisting it. The establish- 

For -a more detaileil examination of tliis point hoo K. (J. SrinivaHan, The Law and 
Theory of Railway Freiyht Rales, 1928, pp. 378-9^ 

R.R.A.C., Case II. The Central Frov. Portland Cement Co., Ltd., v. The G.l.P. 
Railway, 1927. 

R.R.A.O., Cano XLV. Messrs. Martin cC Co. v. The E.l.Ey., p, 44. 
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ment of manufacturing industries in India offers a solution 
to many of our economic problems, and is, therefore, recognized 
as essential to the ])rogress of the country. The influence 
of the present rates structure and rates policy on Indian in- 
dustry needs to be examined from the point of view of India’s 
economic progress. Limitations of space and data alike 
preclude, anything like a detailed survey. But certain ^re- 
presentative industries may be considered as illustrative of 
the effect of the 6ost of rail transport on their prosperity.. 

Coal industry 

Probably the most remarkable instance of an industry 
fostered and sustained by the infiuence of cheap freight rates 
is the coal trade. The importance of the coal industry has 
already been indicated. Coal, coke and patent fuel represent 
about 30 per cent of the originating traffic on (dass I railways. 
Earnings from coal amount to about 15 to 17 ]3er cent of total 
income. The natural distribution of coal in India is concen- 
trated in Bengal and Behar and, till 1931, 94 per cent of the 
total production came from the coalfields of Bengal and Behar, 
and the bulk of the coal traffic must consequently consist of 
movements from this region to different parts of the country. 
The demand for coal is mainly from railways and manufacturing 
industries. The use of coal for domestic purposes is only a 
very small proportion of the total consumption in India. 
The consumption of coal attributable to railways is about 
a third. The iron, steel and brass foundries (including engineer- 
ing works) use about 21 per cent ; cotton and jute mills about 
10 per cent ; inland steamers and bunker coal about 7 per 
cent ; and only ab\)ut 25 per cent of the total supplies is uti- 
lized for all other industries. 

The coal trade had two princijial difficulties in establishing 
itself in the different markets in India : the great distances 
to Avhich it had to be transported— to Bombay, Madras, Karachi 
and other places -and the competition of cheaper foreign coal. 
Diiring the seventies, despite the jjroximity of the collieries, 
even the Calcutta market could not be called their own and 
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English coal was sold cheaper than domestic fuel. The diffi- 
culty in supplying Bombay and Madras, more than a thousand 
miles away, in face of cheaj^er imports by sea from England 
and latterly from South Africa, may^bo imagined. The ex- 
pansion of the coal trade and the supplies of Indian coal during 
the last twenty years at almost every manufacturing centre 
and for every railway in India, have been entirely the result 
of railway policy which granted facilities and particularly 
cheap rates for coal. 

It is significant that coal was the only (commodity accorded 
the benefit of the telescopic scale of rates on a continuous 
milage basis. The development of coal rates was profoundly 
affected by certain factors. The proximity of the port of 
Calcutta to the coalfields had a dominating influence on the 
direction of traffic, and hicilitated export of coal for which 
the port provided the best facilities available.^^ The steam- 
ships could supply other ports in India at a much lower rate 
than could be done by rail. A large volume of coal conse- 
quently found its way to Calcutta. Part of the production 
was also sent up-country by rail to other consuming centres 
of railways and industries outside the coal producing area. 
The desire to supply Bombay also had an influence over the 
rates for coal destined to that port. 

The extent to which railways have assisted the coal industry 
may be illustrated from the coal export trade, Exj)ort interests 
were given a rebate on export coal for a long time. As a result 
of the recommendations of the Coal Committee of 1924 the 
rebate was enhanced and this had some effect on the volume 
of coal exported. The annual average dui^ng the quinquen- 
nium, 1921-5, was only 182,000 tons, against 620,000 tons 
during the quinquennium, 1916-20. Exports rose from this 
low level to an average of 601,000 tons during the succeeding 
quinquennium 1926-30. A decline set in during subsequent 
years. In April 1926, a general reduction' of 10 per cent was 

The exports wore primarily to Acloti, BritiHli East Africa, Mauritius, Ceylon, Java, 
Straits Settlements, Sumatra, and Hongkoiig. In 1920 they touched G million tons 
and Rs. croros. 
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granted which, Sir Charles limes, the Commerce Member, 
claimed, brought the long-distance rates to a' level ‘not very 
much higher than the pre-war rates.’ But for some leads 
the rates, even after the reduction, disclosed some leeway to 
be made up before attaining the pre-war level. In 1929-30 
there was another reduction on long-distance traffic exceeding 
200 miles. With the commencement of the depression a 
surcharge of 15 per cent was imposed on coal, which was re- 
duced to 12| per cent during 1935-6. "" 

The extent to which coal traffic has been conditioned by 
the special rates charged by railways will be clear from the 
fact that the average rate per ton mile of coal has been so low 
as to yield only a very small amount of profit to the East 
Indian and a loss to the Bengal Nagpur and Great Indian 
Peninsula Railways, even without taking the interest charges 
into account. The following figures'^^ indicate the position 
of each railway for selected years : 

COST OF COAL TRANSPORTATION* 

(In pies) 

Cost p(‘r toil mile Cost per ton mile Cost per ton mile 

excluding interest including interest average rate (coal) 



B.N. 

FT. 

C4T.P. 

B.N. 

E.L 

G.T.P. 

B.N. 

E.I. 

G.I.P. 


2-85 

21):i 

n-oi 

4-44 

4-25 

6*82 

2-54 

■2“90 

2-08 

11(24-5 

:toi 

2*59 

3-96 

4-88 

4-34 

5-98 

209 

2-78 

2-58 

ll)21)-:i() 

:? 47 

2-46 

400 

5* 19 

3 91 

0-82 

2-38 

2-07 

2-35 

ii);i5-(> 

24)0 

2 43 

3-59 

419 

3-80 

5-47 

303 

2-88 

2-49 




* Ba il way 

Board's 

Reports 

, Vol. II. 





Heavy chemical industry 

The exceptional character of coal traffic justified special 
treatment on account of its transportation characteristics 
and low value. OtheTT industries have not, however, received 
such careful attention and co-operation from • the railways. 
The development of new industries may, under certain 

Tho cost figures t|uotod lioro are not the true costs, but only averages lisoortained 
by the separation of passenger and freight service expenses on an assurnetl formula, and 
too much reliance should riot be placed on these cost liguros. It may be added that tho 
interest charges for those figures were in 1922-4, 5s^% up to 1933-4, and 4|% thoro- 
l^fter, 
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circumstances, prove to be largely a question of freights. The 
Indian Tariff Board found in their enquiry into the heavy 
chemical industry that railways have it in their power to 
give or cancel protection to industries by quoting special rates 
or manipulating rates within the wide margin left between 
the maxima and minima. This lias clearly obvious disad- 
vantages to the manufacturer, who, apart from the uncertainty 
regarding the freight the industry may obtain, depends for 
his success on satisfactory negotiations with individual ad- 
ministrations, which, "as the Board stated, ‘even if practicable, 
can seldom lead to uniformity or create that security (in his 
mind) which is essential to induce him to invest his capital 
in large undertakings.’^^ 

The niilway classification of commodities was also not 
helpful to the heavy chemical industry. The Board confessed 
their inability to follow why copperas, alumino-ferric and 
alum were classified at R.R. under class I of the railway rates, 
while Glauber’s salts, Epsom salts and sodium suljihide were 
entered under class 3, although these chemicals had the same 
value and no great difference among them in regard to bulk 
or risk in handling.^^ To take an entirely different instance, 
according to the principle that a raw material of almost uni- 
versal use for industrial purposes should bear the lowest 
possible rate, coal pays the lowest rate on a telescopic basis 
un continuous milage. In 1929 it worked out below OT pie 
after 450 miles, and 0*07 pie at 900 miles and over. But 
fertilisers were charged minimum freight of 0*1 pie per maund 
per mile irrespective of distance. In view of the importance 
to an agricultural country of cheap fertilisers, it is not clear 
Jiow a differentiation was justified between a raw material 
for industry and one for agriculture. 

The Tariff Board therefore concluded that one of the major 
factors deciding the future of the heavy chemical industry 
was the scale of rates to be charged on its products. Even 

lndia)i Tariff Board Report oa the Heavif (diemical Industrie p. 90 

Ibid. 
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in the event of a permanent loss on some chemicals through 
reduced rates, the objection, the board stated, would not be 
decisive, as the problem had to be examined from two points 
of view : the possibility through the reduction of freight of 
additional traffic and thereby increased earnings ; and whether 
it would be on the whole in the national interest to create 
the particular industry. In the case of heavy chemicals it 
was found that they satisfied both conditions and the board 
believed that ‘ the possibility of organizing the chemical in- 
dustry on a satisfactory basis depends to a great extent on 
the fixation of lower railway freights.’’'*® In view of the possi- 
bility of the protection afforded to an industry being neu- 
tralized by a variation in rates, they laid down that ‘no increase 
in freights should take place during the period of protection 
without reference to the Government of India.’^^ 

Other industries 

The case of the coal and heavy chemical industries may 
be considered exceptional, as one is a basic industry and the 
other a new enterprise seeking lacilities and assistance for 
exjiansion. We may now take the cotton industry which is 
among the oldest and well-established large-scale undertakings 
in India. The freight rates for cotton were discussed in the 
Kerosam Cotton Mills and Four Others versus The North 
Western and the East Indian Railways, one of the earlier 
cases before the Railway Rates Advisory Committee. The 
mills were situated in Bengal and wore dependent for their 
raw material on the Punjab. Examining the question as 
to the treatment of the raw material per se, it was found that 
the manufactured product, higher in value and more refined, 
and the raw material, subject to a wastage of 25 per cent, were 
moved at the same rates. The owner’s risk rate of the 4th 
class, the effective rate, was provided for piecegoods, while 
only the 4th class rate at railway risk was offered for cotton. 
Prima facie to rate cotton and cloth, when the difference in 

Indian Tariff Board Report orCthe Heavy Chemical Industry, p. 100, 

61 Ibid., p. 101. 
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price was a])preeiable, when subtle distinctions as to what 
was raw material and what was not did not exist, was ano- 
malous and required justification. Further, when practically 
the maximum rate was charged on the raw material there 
should have been some distinction between long and short 
distance traffic, though none was made.^^ 

The glass bangles case in 1928 afforded an even more striking 
instance of the restrictive influence of the present rates system. 
That industry supplied the needs of a very large number of 
people in Hyderabad and Southern India, served by the M.&S.M., 
N.(G.)S., and S.I. Railways. It was also found that the retention 
of the hold on these markets was indispensable for maintaining 
the industry, which was situated at Firozabad. The distances 
over which the traffic moved were considerable : Firozabad 
to Wadi, 1,056 miles ; to Balharshah, 716 miles before the 
Nizam’s Railway is reached ; and Firozabad f o Raich ur, 
1,123 miles, and via Waltair, 1,204 miles before the M.&S.M. 
takes up the ti'affic. The I'ates on through traffic over such 
long distances should not in the last stages be even higher 
than before. The Railway Rates Advisory fbnnnittee there- 
fore argued that fit is but fair that the Firozabad exporter 
should, after his goods have been carried such long distances, 
be entitled to ask for a considerable reduction in the rates 
during the last stages of the traffic’s journey before it reaches 
its destination.... The quotation in conjunction with other 
railways of a rate lower than the local I’ates in the case of long 
distance thi-ough traffic cannot embarrass the railways as regards 
the local traffic. 

These instances show that the rates structure and practice 
priina facie discouraged inter-railway movements of traffic. 
It was only when railway administrations found that in order 
to obtain as large a revenue as possible, they must, as with 
jute, cotton, grains, etc., facilitate movement of traffic to 
other places or protect their own traffic from diversion, that 

62 R.R.A.C. Case IV, 1929, Report. 

62 H.R.A.C. Case XVIII, Messrs. Bfmnnilal Glass Works v. The B.B. N.O.S.. 

N.IT-j M. dsS.M., E.I., B.N.fS.S.L.^ S.I... and Q.I.P, Railways, Report, p. 3. 
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lower rates on telescopic scales were granted, to enable move- 
ment over longer distances. The pressure of demand from 
organized groups of producers had often compelled railway 
administrations to concede special telescopic*, rates. But in 
a country which is still one of small-scale producers, not effi- 
ciently organized, the facilities enjoyed by the larger enter- 
prises may not be available to them, and the i*esult is that the 
present rates structure and practi(*e may, even without cons- 
cious intent, exert a restrictive injluence over the movement 
of traffic. Again a new industry struggling to establish itself 
may find that the transportation charges applied may be the 
maximum leviable and that they may impose too great a 
burden on its capacity. The railways themselves, it should 
not be forgotten, react only to the economic conditions present, 
and unless they know where exactly the lailway rate pinches, 
they have no information to go upon. Thus, wlien it was 
pointed out that the rates on certain chemicals from Anibernath 
to the interior was higher than from Bombay to the same places, 
though the distance in the latter case was greater by 45 miles, 
the Agent of the G.I.P. Railway replied that he would have 
equalized the freights if his attention had been drawn to this 
earlier.^^ But it has also to be recognized that the charac- 
teristics of the present system with its individualistic bias 
are such as to throw too large a burden on the shoulders of the 
trader. If the trader is so fortunate — considering the trouble 
one might almost say, unfortunate — as to have the market 
for his commodity distributed all over India, the problem 
of marketing depends largely on his successful negotiation 
with each individual railway concerned. The glass bangles 
industry illustrated this aspect forcefully and has shown the 
shortcomings of the present system as it affects inter- 
railway through traffic. 

Fort rates 

We may now ])roceed to examine the charge of special 
port rates favouring foreign trade and discriminating against 


Indian Tarijf Board Report on the Heavy Chemical Industry, 91. 
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internal trade. Though the allegation that it has been deli- 
berately kept up has been rejjeatedly repudiated, it has some- 
how persisted. A recent reference to it is found in the Report 
of the Public Accounts Committee for 1933-4 in which they 
desired the Railway Board to examine if there was any basis 
for ‘ the allegation generally made that the rates of Jreight at 
present charged operate in such a way as to help the export 
of raw materials ’ and the import of foreign manufactured 
goods to the detriment of Indian industries. 

As the Acworth Committee pointed out, the practice of 
lower scales of rates on exports and imports exists all the world 
over, and railways are compelled to adopt them on account of 
the stress of competition in internatioiull trade. The com])lexity 
of conditions here, created by the sea freiglits and the competi- 
tion of routes and [)roducers, necessitate adjustments of rates to 
enable local producers to meet them successfully. But as regards 
import rates one has to considei* whether they are likely to binng 
about competition to the detriment of the domestic industry. 

Port rates may be the result of one of two conditions : 
the competition of alternative sea or other routes compelling 
railways to protect their own traffic by specially dejiressing 
their rates to the level of the competing routes ; or the deli- 
berate adoption of lower scales of rates from the ports to faci- 
litate movement of exports and imports. It is possible to 
confuse the one for the other. Thus goods from Bombay 
to Calcutta have always the option of moving by sea or by 
rail. If the railways want to retain their traffic and prevent 
it being lost to the alternative cheaper steamer route, their 
own charge for the cost of transport will have to be the same 
as that of the competitor. The rivers of Bengal have always 
influenced the rates of the Eastern Bengal and Assam Bengal 
Railways. Coastal shipping and the o])ening of new ports 
such as Vizagapatam and the Kathiawar ports exert a pressure 
in the same direction. Special rates have to be quoted to meet 
the different conditions presented by them. . 


Public Accounts Committee Report 1934-5, Vol. I, Part II, RailwayB, p. 50. 
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While the need for special rates will be readily conceded 
in such cases, the fact that the existence of such rates is likely 
to affect other rates is not so readily recognized. Thus cotton, 
classified in the 4th class, at 0*62 pie per inaund per mile, 
moving from Navsari to Howrah, a distance of 1,168 miles, 
should normally be charged Rs. 3-13-8 per maund. Similarly 
cotton from Broach to Howrah, a distance of 1,191 miles, 
should also bo charged at class rates and this would amount 
to Rs. 3-14-10. At these rates, however, the traffic would 
not move. The cotton merchant at both these points knows 
that the traffic from Bombay to Howrah bears a lower rate. 
He also knows that ho could send the goods by sea. Even 
if the latter alternative was not available, he could send his 
goods to Bombay and re-booking it from thence to Howrah 
would cost him much less than sending his goods direct. In 
order to prevent such unnecessary movement of goods the 
railways concerned, therefoi*e, had to quote a special rate of 
Rs. 2-1-9 from Navsari and Rs. 2-4-7 from Broach, rates at 
which the traffic moved and re-booking or diversion was pve- 
vented, 'leaking now the rates for cotton to Cawnpore which 
is 337 miles less than Navsari-Howrah and 430 miles less than 
Broach-Howrah, it was found that they were higher. The rates 
to Cawnpore were Re. 0-6-5 higher from Navsari and Re. 0-0-9 
higher from Broach. Similarly piecegoods from Bombay to 
Howrah, a distance of 1,221 miles, were rated Re. 1-1-0 per 
maund, while consignments from Bombay to Nagjmr, a dis- 
tance of only 518 miles, were charged Rs. 2-2-11 per maund. 
If the normal class rates were charged on jiiecegoods sent 
from Bombay, the entire traffic would be carried by sea, and 
the railways might have logic on their side, but they would 
lose revenue. It is easy to argue from instances of this kind 
that rates arc specially lowered to favour the ports and kept 
high to the disadvantage of Indian industries. It is not rea- 
lized that such differentiated rates are frequently the con- 
sequence, not the cause : they are more often the result of 
competitive conditions which the railways, whether they like 
or not, are compelled to meet in their own interest. One 
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can, therefore, quote Ripley with justice : ‘It is often alleged 
that traffic managers do not make rates at all, their energies 
are bent to the analysis of those circuih^tances by which rates 
arc made for them.’ 

These specially lowered rates have to be distinguished from 
those quoted to assist traders in getting their commodities 
placed in world markets in competition with other producing 
centres. Specially lowered rates are given, for example, for 
the export of manganese ore from the Central Provinces to 
the ports of Bombay, Calcutta and Vizagapatam and on chrome 
ore from Baluchistan ^o Karachi, etc. I’he special rebate 
of 25 per cent of the railway freight on the North Western 
Railway for wheat carried to Karachi for export to ports west 
of Aden is another instance of the same kind. 

Turning now to the class of cases whore rates have operated 
against the interest of Indian industries, it is found that there 
have certainly been instances of the kind during recent years. 
In connexion with the enquiry into the rates on cotton, the 
Railway Rates Advisory Committee stated : . 

‘ it seetus also cUssivablt^, if ponsibU^, to obviates the eritieiHiii that the Indian 
syntcin of rate-making is such as to enable the foreign manufacturer, 
no doubt enjoying the advantage of a cheap sea route, but nevertheless 
thousands of miles away, to import cotton from India to his shores cheaper 
than the Indian millowner in Howrah, The total freight to Japan from 
Lyallpiir works out to be Ks. 2-14-1. as against Rs. J-ll-1, the current 
i*atc to Howrah via 8afiaranpur. The position is nearly the same with 
regard to many European countries using Indian cotton.’^® 

In the case of transport of chemicals from Ambernath to otlier 
places, the Agent of the G.I.P. Railway was prepared to equalize 
the rates with those from Bombaj^. But equalization, argued 
the Indian Tariff Board, 

‘ does not . . . meet the objection in principle that the indigenous industry is 
deprived of its geographical advantage and the foreign industry is given 
to that extent a preference ov(t the indigenous industry. We do not deny 
that such inequalities of I'ates may admit of justification, if considered purely 


R.R.A.C. Case IV, Kesomm Cotton Mills Four Others v. The N.W. and F.I. 
Railways, Report, p. 7. 



PRTOIGHT BATRS AND INDUSTRIAL DEVRLOPMENT 263 

from the point of view of railway economies, but in certain directions it 
is essential that considerations of railway finance' should Ix' subordi- 
nated to the interests of the country as a whole. 

To observe how the differential port rates operated, consider 
the Sholapur Mills case which came up for investigation in 
1929. The Sholapur Cotton Mills found that the railway 
freight rates on yarn and piecegoods booked from Sholapur 
to Delhi and Amritsar were heavier relatively to the distance 
than the freight rates from Bombay and Madras. The dis- 
tances from these places to Delhi and Sholapur and the rates 
(charged were as follows : 


To Dellii To Amritsar 


From stations 

Miles 

Rs. as. p. 

Miles 

Rs. as. 

P 

Sholapnr 

1,058 

4 0 7 

1,036 

4 5 

1 

Bombay via Cl.l.P. 

057 

2 10 0 

1,235 

3 8 

2 

Madras via B.B.&C.r. 

1,560 

4 0 0 

1,847 

4 4 

8 


As compai’ed with the rates fronr Madras the Sholapur rates 
were higher although the distances from Madras stood about 
50 per cent more. Bitt the alternative sea route from Madras 
to Karachi and thence to the Punjab, being clioaper, com- 
pelled a reduction of the through rates to the level of the sea 
freights. It was also found that the reductions were no greater 
'than were needed for the purpose*- Here the lower rates from 
the port of Madras could not be helped, as otherwise the entire 
traffic would have gone by sea. The Bombay rates to Delhi 
and Amritsar were very much cheaper, although the distance 
was only 100 miles less. Bombay, enjoying the position of 
a producing centre and the largest importing port for piece-goods 
and yarn, could, with the comparatively lower level of rates, 
easily undersell Sholapur goods in Upper India markets. As 
the incidence of freight was on the traders, it was to their 
interest to import their supplies from Bombay instead of from 
Sholapur. It was, therefore, a matter of legitimate grievance 
for the Sholapur industry that it should find, despite its favour- 
able geographical position, that its products could be under- 


Indian Tariff Board Report on the Heavy Chemical Industry, 1929, p. 91, 
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sold by goods of Bombay and foreign origin. The case clearly 
illustrated the manner in which cheaper sea freights influenced 
railway rates and centres of production in the interior were 
discriminated against, thus rendering it possible even for 
imported foreign goods to compete successfully against them 
on the mere ground of cheaper rates from the ports. On 
this reasoning, relief was afforded to the Sholapur mills, res- 
toring the relativity of rates which allowed for their geogra- 
phical situation.^® 

It is not necessary to labour this point. Similar cases 
may exist, but in view of poorer organisation, the industries 
and trades affected may not have succeeded in making their 
difficulties effectively heard and removed. The fact that 
large-scale industries have only been of recent growth and 
that imported manufactured goods still bulk large must have 
its influence on the rates structure. The Railway Board’s 
examination of the ciuestion a few years ago did not ‘indicate 
that any of theses rates operate to the detriment of Indian 
industries. On the contrary, a very large number of special 
rates have been quoted for Indian industries on a basis a]ipre- 
ciably lower than those applicable from . the ports, e,g.^ for 
sugar from the sugar producing areas, iron and steel from 
Tatanagar, etc.’^^ 

EFFECT OF INDUSTRIALISATION ON RAILWAY RATES 

With the rapid expansion of industrial and manufacturing 
activity in the country, railways are facing rates problems 
of a fundamentally different character. Domestic production 
is gradually replacing imports of many classes of commodities 
and this is proved by the statistics of the volume of imports 
and domestic manufocture during the last twenty years, which 
disclose a pronounced decrease under the former and an equally 
pronounced increase under the latter. Imports of iron and 
steel, cloth, yarn, sugar, matches, soap, cement, cigarettes 

R.R.A.G Ca'^es XIV & XVI. Messtfi. Lachhmi Sahai ami Compauij others the Cloth 
Merchants of Delhi v. The Great Indian Peninsula Railivap, Report. 

Public Accounts ConimitDe Report, 1934 5, Vol. I, Part II. p. 54, 
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and tobacco — to nTcntion a few items —record a substantial 
decline, while manufacture under these heads in India has 
advanced considerably. The economic transition to the ])resent 
stage of home production has caught the railways also. Tariff 
schedules based on long leads of traffic in connexion with 
raw materials moving to the ports at low rates and manu- 
factured goods bearing relatively higher fiuight charges from 
the ports have to be readjusted to what ap])ears to be an op- 
posite situation. The establishment of a new industry affects 
the flow of exports by domestic utilisation of raw material 
and the imports by the substitution of the homo product. 
Long leads are being displaced by short leads. 

This change has not affected the tonnage handled. In 
fact, there has been an increase on account of the transport 
of many kinds of raw materials required by industries. Thus, 
at a large paper mill, against an outward traffic of 13,000 tons 
of paper, there has been an inward traffic in the principal raw 
materials amounting to 76,000 tons distributed as follows : 

Grass, bamboo etc. 27,000 tons 

China clay and linn' .5,000 ,, 

Chomi(;als 4,000 ,, 

Coiil 40,000 „ 

But the larger tonnage aiTsing from this traffic does not, from 
the point of view of the railways, produce anything like a 
proportionate increase in earnings. 

There are also some instances whei’c new industries have 
eliminated railway traffic dependent on imports. The demand 
for piece-goods in the United Provinces, which had formerly 
given rise to a long lead traffic in imported goods from Cal- 
cutta, has been met by mills in (.^awnpore, Delhi, Ahmedabad 
and other centres on the (I.I.P. and B.B.&C.I. Railways. 
To the extent that these mills have displaced imported piece- 
goods in the province, the long lead traffic is lost to the East 
Indian Railway. The loss in revenue in this instance was, 
however, balanced by the increased traffic in raw cotton, but 
taking the two together the East Indian carried 11,000 tons 

‘Some AspeotH of Industrial Jlovolopmont in Trnlia in rolation to Railways’ Ry 
A. Crawford, Rnihimy Aeco)i}Uft ct* Finance, Vol, VT, j). 81. 


34_1514B 
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more for the same gross revenue/*^ There have also been 
instances where railways have benefited themselves sub- 
stantially from new industries, such as the B.N. and the E.I. 
from the expansion of the iron and steel industry during 
the last quarter century. 

The attempt on the part of industries to reduce unnecessary 
competition and transport costs by regionalising production 
and marketing is also operating in the same direction. As 

shown by the cement merger and the sugar syndicate, the 

tendency is likely to be more towards the products of a factory 

being sold in markets adjacent to it. Such market zones 

exercise a restrictive influence on the traffic flowing from, or 
to, areas outside such zones and thus cause- shorter leads, 
and these developments naturally react on both the traffic 
and revenues of railways. 

The direct financial advantages from industrial develop- 
ment may not appear to be as great as the transportation 
involved in the 'shorter leads and increased tonnage would 
seem to justify. But there are many indirect gains to the 
railways to bo taken into account. The development of a 
locality where a new industry is established always creates 
new traffic by increasing the population and their purchasing 
power, and through the growth of other industries and sub- 
sidiary trades. Traffic in machinery, building materials, raw 
materials for industry, consumers’ goods, etc., is boiRid to go 
up. Dehri-on-Sone, for instance, which had a traffic in cloth 
amounting to 240,000 lbs accounted for close on 1*5 million 
lbs in five years ; during the same period passenger traffic 
increased from 74,000 to 132,000, and revenue from Rs. 75,000 to 
Rs. 110,000. All these results were attributable to the establish- 
ment of a large sugar mill, a cement fiictory, and a paper mill.^^ 

Conclusion 

We may now summarize the conclusions to bo drawn from 
the discussion of the present system of railway rates attempted 

Railway Accountfi <!h Finance, Vol, Vl, p. 81. 

82 Ibid. 
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in this chapter. From 1922 onwards changes were introduced 
from time to time in the rates structure to bring it into greater 
conformity with the economic needs of the country. While 
the defects in regard to classification and complaints of un- 
reasonableness and undue preference as to individual rates 
sought to be remedied by the revised 1936 classification and 
through the investigations of the Railway Rates Advisory 
Committee, other defects inherent in the present system have 
been left altogether untouched. Thus, the maximum-mini- 
mum feature of the classification, entirely unsuited to present- 
day requirements and permitting too wide a discretion to, the 
railways in fixing rates, still continues. The basis of the 
risk rates, arbitrary in character and anomalous in practice, 
calls for justification of their retention. The unduly indivi- 
dualistic attitude of railway administrations which had given 
rise to numerous schedules and complexity of rates, still stands 
in the way of uniformity of practice and the grant of continuous 
milage rates. The principle underlying the imposition of 
terminal charges is in urgent need of clarification. The 
combined effect of all these defects has been to produce in 
the minds of the trading community a feeling of helplessness. 
These shortcomings undoubtedly clog the wheels of the rail 
transport machine. Even more important from the long 
range point of view is the adoption of a rates policy harmonising 
with the present economic needs of the country. That it 
has*^boen out of tune with the demands of the growing indus- 
tries has been abundantly proved by the views expressed by 
authoritative committees. 

The maladjustment of the rate level and the price level 
called for correction in the thirties. To the extent that prices 
have moved up under the stimulus of the war economy, 
the burden of railway rates might have been decreased. What- 
ever relief the continuance of a higher level of prices after the war 
may yield to traders, they are not likely to resolve the diffi- 
culties referred to above. A revision of the entire system 
and a-rationalisation of the procedure are imperative if Indian 
railways are to serve the interests of trade and industry of 
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the country satisfactorily. The fact that our economic or- 
ganization is still in j^roccss of development suggests the need 
for a greater degree of ilexibility and responsiveness on the 
part of the rates system than might appear to be the case in 
Great Britain or the United States. 

The drift gieems to be in the direction of a demand for an ad- 
justment of the rate level. The uneven character of the decline 
in the price level in the thirties resulted in considerable differ- 
ences in the (T)st of transportation to different industries. The 
case for a levision of railway rates was strong, but it was resisted 
on the ground that a reduction in rates would have had 
an advoise effect on railway revenues. If railways are to caiTy 
on their work of transportation efficiently, their linancial 
condition vshould be sound. In the last resort the fare and 
freight i-ate levels ought to be such as to yield the railways 
a gross income sufficient to clover their working expenses and 
other fixed charges. The rate level is, therefore, conditioned 
by the levels of working expenditure. The steady increase in 
the cost of railway working has already been referred to.®*^ We 
shall now ])roeeed to -a more detailed study of the principal 
factors which contributed to it. 


Ohapter 111 suprd. 
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RAILWAY EXPENDITURE : OFERATINU EXPENSES 

Pfincipal heads of railway expeiidituie, the Abstracts’ and 'Mir\or heads’, 
270. Itdative importance of dej)artmental expenditure, 272. 
Expenditure on general administration. Abnormal increase during 1924-30, 
and the persistence of high levc'ls during the depression, 274. 
Administrative (‘xptaiditure inuhn- the dihercMit abstracts, 275. 
trend on State and company liiies, 277. 3’he divisional system, 279. 
(bst of audit and accounts, 282. The Retrenelmient Sub-Pommlttce’s 
criticism, 287. 

Expenditure on ordinary repairs and maintcnanc(\ 289. Decrease during 
the depression, 290. Distril)ution of (expenditure und(er tin* abstracts, 
290. Net expenditure undei- w ay and works, 294. Net (‘xi)(‘nditure on 
rolling-stock, 295. Economi(‘s in ordinaiy rc'pairs and maintenanet^ 
during the depr('ssion, 290. Effect of ])(.)st])on(‘ment of (‘ss(*ntial ex- 
penditure, 297. 

Expenditure on opc'ration, 299. Rise of (expenditure during 1924-30, and 
decrease since 1930, 300. (’ost of staff, 303. Room for (economy, 300. 
Fuel, 306. Steady deer(‘as(‘ in (‘xpendituT’(‘ throughout owing to lower 
costs and fuel ec^onomy, 307. Freight and handling (‘barges, 308. 
CJonclusioji. Effect of post-war capital scliem(‘s, 308. Diffc'rences in the 
reeoTcl of State* and (ujmpany railways, 310. Doubts as to the commercial 
character of railway working un(l(‘r the separation, 311. Effe(*t on corn- 
pany-jpianaged railways ; n(‘(*d for (‘hange in polic'V, 312. 

While discussing the financial status of Indian railways, it 
was stated that working expenditure had increased consider- 
ably after the last war. This, as we have already seen, 
was one of the principal reasons why Indian railways were 
unable to balance their budgets during the depression. On 
the cost of operation de[)ends the entire basis of the pricing 
of rail transport. The upward t?*end of i*ailway expenditure 
and its inelasticity during recent years were referred to in 
the previous chapters. We may now ])roceed to ex^unine in 
greater detail the subject of railway expenditure with a view 
to ascertaining the character and direction of the increase 
during the post-separation j)eriod. As a study of railway 
expenditure pre-siipposes a knowledge of the structure of 
railway accounts, we may refta* briefly to the ])resent a(‘count- 
ing classification. 
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Working expenditure is broadly divided into eight different 
heads. Tliese heads, called ‘Abstracts’, are : ■ 

A Maintenance of structural works 
B Maintenance and supply of loconiotiv(‘. power 
C Maintenance of carriage and .wagon stock 
D Maintenance and working of ferry steauiers and harbours 
E Expenses of the traffic department 
E Expenses of the gemwal departments 
G Miscellani'ous expenses 
H Expenses of the (‘lectrical departments 

Each of these abstracts is further divided into four divisions, 
thougli all of these do not find a place in each abstract. Those 
sub“di visions, called ‘Minor heads’, are : 

1 ({(‘iieral administration 
If Ordinary repairs and maintenance 
III Operation 

fV Renewals and replacements, or depn'ciation. 

This classification forms the essential framework of railway 
accounts on the State-owned railways. 

The statistics of railway expenditure by abstracts as at 
present compiled refer to the Class 1 railways and slightly 
enlarge the scope of tlje railways dealt with. The accounts 
of the worked lines are also included in the statistics of the 
Class I railways, but this does not affect the main conclusions 
as they form only a small part of tlie total. In interpreting 
the statistics of the period, attention must be paid to the 
changes made from time to time in the methods of railway 
ac'counting. Some of tliese changes were not material, as 
they related only to less important details. There were, 
however,^ others which affected the constituent elements of 
certain minor heads and even abj?tracts. Such, for instance^ 
was the decision in 1930 to adjust ‘hire chai^ges and other 
railway payments’, amounting on the whole to a credit figiu-e, 
in reduction of ex])enditure instead of taking them, as pre- 

1 Prior to tho rovisod classidcation a<lopfco(l in 1934-5, olooirioal ox})en(litiiro ibsed ' 
to bo presoiitod iiiidor Abstract Ca. 
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viously, as miscellaneous earnings/^ Another instance is the 
case of ‘house rent to staff’, which was formerly debited to 
Abstract G, and with effect from 1931-2 distributed among 
the individual abstracts. Rent recovered from staff quarters 
built in connexion with large open line works was classified 
as earnings instead of being credited to capital.'^ Similarly, 
charges on account of wages of drivers, cost of fuel and other 
expenses in connexion with rail motors have been classified 
under Abstract C instead of Abstract B. Much more serious 
has been the effect of the change in the accounting of the 
credits from released materials from works. Prior to 1932-3 
these credits, whether resulting from repairs or renewals and 
replacements, were taken in reduction of working expenses, 
but since that year only credits in connexion with repairs and 
maintenance operations were taken as such and the balance 
was included in the net receipts. From 1936-7 onwards, 
these credits are taken in reduction of expenditure met from 
the depreciation fund. The extent to which the comparability 
of figures has been vitiated will be clear from the fact that for 
proper comparison with the earlier years a sum of Rs. 119 lakhs 
should be deducted from the working expenses in each of the 
years 1932-4, Rs. 90 lakhs in 1934-5, and Rs. 110 lakhs in 1935-6. 


2 RaiUnaij AwJit Report {on the, Appropriation Accounts of Rail wap s) p. 14. Tlu) 

Director of Railway Audit commenting on these onlers observed : ddieso orders, having 
t)een issued after the railway demands had been granted on the understanding that tho old 
(•lassifleation would remain in force, liad tho effect of putting additional sums at the 
disposal of spending authorities beyond the amounts which, it must be assumed, the 
Assembly considered as appropriate.’ 

^ Financial Commissioner's Review, 1931-2, p. 53. 

Other instances of the same type vitiating the comparability of tho accounts iiiuler 
similar heads may be mentioned. Miscellaneous receipts of tho publicity departments of 
the different railways previously taken in reduction of expenditure wore with effei't from 
1933-4 accounted for as ‘Sundry earnings’. Again, recoveries from company-managed 
railways on account of Government supervision, audit and control, previously taken 
in reduction of expenditure under ‘12. Miscellaneous railway oxpondituro’ are booked 
since 1934-5 under ‘XII. Miscellaneous railway receipts’. Tho cost of renewals of com- 
plete units of work, which do not involve any betterment, is with effect from the same 
year being booked under ‘Renewal and replacement’ in tho case of tho company- worked 
railways instead of under ‘Repairs and maintenance’. Half monthly payments under 
the Workmen’s (bmpensation Act during tlie absence on leave of an employoa temporarily 
disabled in tho performance of his duties are now being debited to Abstract G, Miscei- 
laneous expenses, instead of tho head to which the pay was debited. Charges for in- 
spection of stores levied by tho Indian btoros Department were, prioi to 1934-5, 
separately debited to working expenses under Abstract G ; they are now being 

included in tho cost of stores. For other instances see tho Rail wap Audit 

Reports on the Appropriation Accounts for each year, Financial Commissioner's 

Reviews, 1930-5, and Chief Commissioner's Reviev)8 for 1935-0 and later 

years. 
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The total working expeiidituro of the Class I railways for 
the period 1924-37 will be found in Table 63. Before proceed- 
ing to the departmental abstracts, their relative importance 
may be indicated. Taking the year 1924-5, Abstract A, 
Maintenance of sti'uctural works, showed a total expenditure 
of i4s. 14'37 crores, out of a total working expenditure of I4s. 
67*04 crores for all (Hass I railways, or 21 per cent of the total. 
The cost of Abstract 1C Maintenance and supply of locomotive 
power, amounted to B,s. 23*32 crores, or 35 per cent, the highest 
of all the abstracts. Expenditure under the other abstracts 
was as follows : Abstract C, Maintenance of carriage and 
wagon stock, Rs. 9*69 crores, or 14 per cent ; Abstract E, 
Expenses of the traffic department, Rs. 1T75 crores or 18 per 
cent ; Abstract F, Expenses of the general departments, Rs. 
4*65 crores, or 7 per cent ; and Abstract G, Miscellaneous 
expenses, Rs. 2*74 crores, or 4 pei* cent. Abstract Ca, Electric 
scT'vice department, and Abstract D, Maintenance and working 
of ferry steamers and harbours, are comparatively small items. 


PAHCK r.5. WORKING LXCENDETURL BY ABS PRACTS* 
((M.ass I Railways^ 

{In I(d‘hs of 7?s\) 


Year 

Abs. A 

Abs. B 

Abs. C 

Abs. ( Vi 

Abs. D 

Abs. E 

Ab.s. E 

Abs. G 

Do}n'’n. 

Total 

102;M 

13,52 

23, 14 

8,54 


31 

10,55 

4,03 

4,08 

00,37 

1024-5 

1 1,37 

23,32 

0,00 


42 

11,75 

4,05 

2,7 1 


07,04 

1025- C . 

14,32 

23,23 

0,83 

0 

15 

11,57 

4,05 

4,21 


08,73 

192()-7 

14,10 

21,80 

0,85 

21 

44 

1 1,30 

5,00 

4,23 


07,28 

1027-8 

10,00 

21,08 

0,00 

00 

45 

1 1 ,50 

5,03 

4,25 


00,84 

1028-0 

10,24 

22,14 

0,57 

83 

4.’) 

12,03 

5, 1 2 

1,73 


71,18 

1020-: i 0 

17,21 

23,10 

0,83 

1,30 

01 

1 1,00 

5,34 

1,30 


73,82 

io ; i()-i 

15,05 

22,35 

0,00 

1 ,35 

40 

12,10 

5,50 

4,57 


72,00 

io : u-2 

14,30 

10,50 

8,40 

1,37 

40 

1 1 ,05 

5,21 

4,03 


05,14 

1032-8 

14,80 

18,03 

8,10 

1 ,35 

40 

10,50 

1,88 

1.71 

1 

03,07 

1033-4 

15,32 

18,52 

8,37 

1,40 

10 

10,77 

4,08 

l ,.">5 


01,31 

1034-5 

10,00 

18,72 

0,07 

1,41 

10 

10,84 

4.08 

1,51 


05,04 

1035-0 

0,20 

17,20 

0,45 

1,18 

35 

11,00 

5,07 

4.50 

11,10 

00,37 

1030-7 

8,52 

17,32 

0,00 

1,10 

34 

11,25 

5,05 

4,44 

13,38 

07, 17 


* Ihtihroji IhxtnVs Ucporls, Vol. II. 


No great changes are to be noticed in the relative importance 
of the abstracts during the next six years. In 1929-30, ex- 
penditure under Abstract B was still the largest item and 
amounted to 31 per cent. The cost of structural works increased 
by 2 per cent of tlfe total. There were also slight increases 
under Abstracts C, Ca, F and G\ The position remained 
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goiierally the same in 1934-5, except for minor variations in 
some of the abstracts."^ 

The expenditure under each abstract can only denote 
whether there was an increase or decrease. It is impossible 
to say from a review of these figures, for instance, whether 
the decrease during the depression was due to real economy, 
or merely to a reduction caused by postponement of non- 
essential expenditure. The total under each abstract tolls 
us little as to whether cost has gone up or down under general 
administration, ordinary repairs and maintenance, operation, 
fuel or depreciation unless one pursues the detailed statistics of 
these heads under each abstract. It is thus difficult to ascertain 
the direction and extent of the increase or decrease in tlie 
cost of operation without a closer examination. For purposes 
of the present survey, it seems best to take railway expendi- 
ture under the different all)stracts as grouped under the minor 
heads, and thus cut across the departmental classification. 
This does not, of course, prevent a reference to the distri- 
bution of the total expenditure under each minor head into 
the different abstracts concorried. The present grouping will 
be understood from the following chart. 


Total workin^j; ox])eiiditiir(' 


Ordinary working 
exp(‘nditur(‘ 


J.)(‘prc*ciation 

I 

AKstracts 


Minor heads 


General 
administration 
Abstraets A-G 


Oi dinaiy r(‘pairs 
and maintenanee 
Abstracts A-F 


Operation 
exe. fuel 

Abstracts & G 


Operation 

fuel 

Abstracts B-D 


Of tho four minor heads, the first throe, namely, general 
administration, ordinary repairs and maintenance, and opera- 


^ The statistics for subsoquont years are not comparable because of the decision to 
show depreciation separately instead of including it, as previously, in the totals of each 
abstract. 


3r)—ir)14B 



274 


RAILWAY RXPEKDTTXJRE : OPERATING EXPENSES 


tioii, will bo considered in this chapter. The expondituro 
on account of depreciation, the last minor head, is dealt with 
in the succeeding chapter. 

GENERAL ADMINISTRATION 

The cost of general administration covers a substantial 
portion of the total working expenses of the Indian State - 
owned railways. General administration is taken in a broad 
sense, and includes : establish tnent charges of the eentr€(;l 
and divisional headquarters offices ; expenditure incurred for 
direction and personnel ; cost of the Agent’s and/or General 
Manager’s office ; cost of various general departments such 
as the accounts, cash and pay, medical, and watch and ward 
departments ; rates and taxes ; law charges ; passages to 
England ; leave salary paid in England ; compensation ; 
cost of railway training schools ; staff welfare services ; ex- 
penditure of the Director of Wagon Interchange and of the 
Indian Railway Conference Association ; cost of London boards 
(of the company- managed railways) ; share of the Secretary of 
State’s general charges, etc. Apart from the expenditure 
booked under Abstracts F and G, a certain amount is also 
entered under each of the remaining abstracts. ^ 

The total cost of general administration in 1924-5 amounted 
to Rs. 12*33 crores, or 20 por cent of the total, and 24 per cent 
of the ordinary, working expenditure. The trend of adminis- 
trative expenditure during succeeding years is, as shown in 
Table 6(3, one of pronounced increase. Thus, as compared with 
that in 1924-5, the cost of general administration in 1929-30 
stood at Rs. 14*40 crores, or 17 per cent higher, and in 1930-1 
at Rs. 14*89 crores, or 21 per cent higher, representing the 
top-most level reached during the period 1924-36. As the 
salary cut imposed in 1931-2 upset a fair comparison, it 
may be ignored in order to ascertain the extent of permanent 
economy secured through the measures adopted during 1931-6. 
The percentages of administrative expenditure thus considered 
decreased from 121 to 119 in 1932-3. During the next three 
years there was a slight recession to 115. These figures indicate 
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that the cost of general administration remained at a higher 
level throughout the period of the depression. 

TABLE 03. COST OP OENTERAL ADMINISTRATION ON INDIAN 
STATE-OWNED RAILWAYS* 

(Commercial & Strategic) 

(Hfi. in croren) 


Y(^ar 

Rs. 

% of 1924-5 

Year 

Rs. 

% of 1924-5 

1924-5 

12 33 

100 

1930-1 

14-89 

121 

1925-6 

12-77 

104 

1931-2 

14-66 

119 

1926-7 

1306 

106 

1932-3 

14-46 

117 

1927-8 

13-44 

109 

1933-4 

14-33 

116 

1928-9 

14-19 

115 

1934-5 

14-24 

115 

1929-30 

14-40 

117 

1935-6 

14-22 

115 


* Tho figures for 1924-32 are iakou from the rpl'inafori/ Memorandum to Ralbcau 
Bu'iqet. Tho figures for 1932-5 are taken from thvo Financial Commussumcr'a Reviews and 
allow for the accounting changes to include the same items as in the earlier figures. The 
corresponding figures after allowing for tho salary cuts and aiicordmg to the accounting 
system in force are : 1932-3 Rs. 12-59 croros : and 1933-4 Rs. 12-43 crores. Tho 
total for 1935-Q is compiled from the final accounts. 

The trends of expenditure on general administration on 
the different railways, shown in Figure ^ indicate a general 
increase on most of the railway systems. There was a steady 
rise in the cost of administration till I93I-2. During 1932-3, 
a reduction— duo partly to the transfer of jirovidont fund 
contributions to another minor head — was seen on all rail- 
ways, but from tho next year onwards, the earlier levels were 
not only regained, but even ex(TX>ded in a few instances. 

The state- managed railways presented on the whole a bettei’ 
picture. The G.T.P. remained near about the basic level, 
and the E.l. had an increase of 15 per cent by 1931-2, after 
which it tended to be lower. Administrative expenditure 
on the remaining lines stood 10 to 30 [ler cent higher 
than in 1924-5. The company- managed railways disclosed 
similar trends but larger increases. Tho B.B.&G.I. and M.&S.M. 
had the most satisfactory records, the other systems showing 
increases ranging from 30 to 40 per cent, and, siiu'e 1934, 
touching higher levels than in 1929-30 itself. 

The trends of expenditure on general administration on 
the principal State-owned railways under the different 
abstracts during 1924-3G are also shown in Figure The 
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expenditure incurred under the different abstracts is not uniform 
and that booked under Abstracts F and Gr accounted for 60 
per cent of the total. Administrative expenditure on the 
five state-managed and five company-managed railways was 
distributed for the year 1924-5 as follows : 


Abstract 

lls. ill lakhs 

% of total 

Abstract 

Rs. in lakbs % of total 

A 

1,89 

1(5 

E 

1,21 10 

B 

1,19 

10 

F 

9,80 92 

C 

48 

4 

G 

9,20 28 


There was a substantial increase in administrative ex- 
penditure under all the abstracts. The rise in expenditure 
started generally during 1925-7 on state -managed railways 
and a year or two later, 1927-9, on company-managed rail- 
ways, the peak being reached in 1930-1. As shown by the 
total figures, the decrease lasted till 1932-3, after which cost 
again increased. The record of the company- managed lines 
under Abstracts A, B, C, E and F ^ provides a striking contrast 
to that of the state-managed lines. While the cost of ad- 
ministration in the depression period tended to remain lower 
than that in 1929-30 on the latter, the trend was markedly 
different on the former. In a good many instances the cost 
was raised to levels higher than in 1929-30, even at the end 
of six years of economy and I’eTrenchment. The adminis- 
trative expenditure under AbstraiT C provided an extreme case 
of this increase for both the gi’oups. The record of individual 
railways for the pre-depression and depression periods may be 
seen from the six-year averages siunmarized in Table 67. 

It is interesting to summarize the position revealed by the 
trend of administrative expenditure on the five state-managed 

^ Abstract A represents the salaries of the (;hiof eii^^nu'crs, deputy chief engineers, assis- 
tant engineers, subordinate suporvdsory staff and uthc(^ staff. Abstract B includes the 
salaries of the locomotive, deputy locomotive, district locomotive, and assistant loco- 
motive superintendents, works managers, subordinate supervisory staff su(‘h as the 
foreman, inspectors, etc., and the otlfico staff. 'J’lai administrative (‘x'penditure under 
Abstract 0 is similar to that under Abstract B. Under Ab.stiwt E are includetl the salaries 
of traffic managers, deputies, assistants, subordinate su]K*rvisory staff and oflice staff. 
Abstract F shows the expimses of all gimi'ral departments, such as the Agent’s Office, ac- 
counts and audit, stores, cash and pay, London boards of Company-managed railways, etc. 
Abstract G presents miscellaneous expenses, such as law charges, rents of buildings, and 
land, etc., rates and taxes, contribution to provident institutions, gratuities, compensa- 
tion, educational grants, health and welfare services, publicity expenses, fire protection 
of railway property, etc. 
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TABLE 67. SIX-YEAR AVERAGES OF ADMINISTRATIVE EXPENDITURE 
UNDER ABSTRACTS A-G ON STATE-MANAGED AND COMPANY- 
MANAGED RAILWxWS* 

{/?*'. vn thousands) 

1924-5-100 


Htatertna najjcd Com pany-manacjed 




1924-30 

1930-6 

Inc. or 


1924-30 

1930-6 

Inc. or 


1024-5 

Average 

Average 

dee. 

1924-5 

Average 

Average 

doc. 

Railways 

Rs. 

o/ 

/o 

% 

% Hailway.s 

Rs. 

o/ 

/o 

% 

07 

/o 





Abstract A 





Burma 

9,11 

130 

141 

+ 11 A.B. 

5,56 

103 

106 

+ 3 

E.B. 

18,83 

8() 

79 

- 7 B.N. 

18,47 

113 

128 

+ 15 

E.T. 

35,07 

103 

102 

- 1 B.B.&C.l. 

20,71 

106 

106 


G.T.P. 

25,81 

118 

111 

- 7 B.&N.W.t 

5,27 

109 

115 

+ 6 

N.W. 

31,12 

117 

137 

+ 20 M.&8.M. 

13,94 

107 

123 

+ 16 





S.l. 

10,73 

115 

145 

-4 30 





Abstract B 





Burma 

6,14 

116 

135 

+ 19 A.B. 

2,39 

119 

128 

+ 9 

E.B. 

7,61 

121 

134 

+ 13 B.N. 

1 1 ,59 

113 

131 

+ 18 

E.I. 

25,41 

110 

123 

+ 13 B.B.AC.I. 

16,21 

106 

100 

- 6 

G.I.P. 

16,24 

113 

110 

- 3 B.&N.W. 

2,48 

116 

128 

+ 12 

N.W. 

17,16 

114 

127 

+ 13 M.&S.M. 

9,74 

109 

113 

-f 4 





S.l. 

6,74 

106 

123 

+ 17 





Abstract C 





Burma 

2,37 

IB) 

135 

+ 19 A.B. 

84 

128 

145 

+ 17 

E.B. 

4,06 

116 

127 

+ 11 B.N. 

3,96 

115 

140 

+ 25 

E.I. 

8,88 

114 

138 

+ 24 B.B.&(M. 

6,71 

108 

120 

+ 12 

G.I.P. 

6,70 

116 

131 

+ 15 B.&N.W. 

93 

115 

126 

+ 11 

N.W. 

8,03 

115 

143 

+ 28 M.&S.xM. 

3,61 

109 

118 

+ 1) 





S.l. 

2,61 

109 

128 

+ 10 





Abstract E 





B\irma 

5,22 

125 

125 

A.B. 

2,71 

112 

121 

+ 12 

E.B. 

1L42 

105 

98 

~ 7 B.N. 

12,24 

108 

1 10 

+ 2 

E.I. 

29^48 

101 

88 

-13 B.B.&(M. 

13,11 

106 

101 

- 5 

G.I.P. 

16,08 

111 

1 09 

- 2 B.&N.W. 

3,81 

115 

131, 

+ 16 

N.W. 

19,17 

105 

109 

+ 4 M.&S.M. 

6,80 

106 

104 

— 2 





S.l. 

4,42 

117 

137 

-4 20 





Abstract F 





Burma 

18,97 

1 05 

88 

-17 A.B. 

9,60 

109 

114 

+ 5 

E.B. 

27,81 

109 

109 

B.N. 

32,84 

117 

126 

+ 9 

E.I. 

69,70 

102 • 

96 

- 6 B.B.&C.l. 

53,81 

101 

99 

— 2 

G.I.P. 

49,89 

102 

104 

+ 2 B.&N.W. 

11,57 

103 

117 

+ 14 

N.W. 

66,39 

119 

119 

M.&S.M. 

30,19 

106 

111 

+ 5 





S.l. 

20,51 

112 

134 

+ 22 





Abstract G 





Burma 

12,26 

123 

126 

+ 3 A.B. 

4,78 

131 

138 

+ 7 

E.B. 

22,94 

1 23 

118 

- 5 B.N. 

27.54 

118 

126 

+ 8 

E.I. 

67,38 

105 

103 

^ 2 B.B.&C.l. 

38,50 

109 

103 

- 6 

G.I.P. 

67,90 

83 

72 

- 1 1 B.&N.W. 

5,78 

96 

112 

+ 16 

N.W. 

46,68 

119 

116 

- 3 M.&S.M. 

22,82 

108 

101 

- 7 





S.l. 

1 5,45 

H2 

120 

-22 


* Souivo : Railway Board's Reports, Vol. 11, 1924-36. 

t The figures of the B.&N.W. are included only for purposes of comparison with a 
company, as distinguished from the company -managed, railway. 
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and five company-managed railways. The group average 
percentages for the different abstracts stated below indicate that 
a substantial increase in exj)enditure persisted on the state- 
managed lines during 1930-6 under Abstracts A, B and C, 
while a decrease is shown under Abstracts E, F and G. The 
company-managed lines record an increase in expenditure under 
all the abstracts excepting G. Effectiveness of financial control 
on the state-managed lines is again confirmed by these figures. 
The average for the company-managed lines would have been 
still higher but for the inclusion of the B.B.&C.I.’s figures 
which, as may be scon from Table 67, wore lower under almost 
all the abstracts excepting C. 


TABLE 68. EXPENDITURE ON GENERAL ADMINISTRATION ON 
STATE-MANAGED AND COMPANY-MANAGED RAILWAYS 
( 1624 - 5 :^. 100 ) 



Statc- 

inaiiag('d j 

ailways 

Compaiiy 

-managed railways 


1924-30 

1930-6 

Iii(‘. or (l(‘c. 

n)24-:!0 

1930-6 

Inc. or dec. 

Abstr-acts 

Avora,<j:o 

Averag( 


A v(‘rage Avoragt 


A 

1 lO-s 

114 0 

+ 3-2 

lOS 8 

121-6 

+ 12-8 

B 

114-8 

125-8 

+ 1 1 -0 

HOG 

119-0 

+ 8-4 

C 

1 15-4 

134-8 

-f 19 4 

II 38 

130-2 

+ 16-4 

E 

109-4 

105-8 

- 3-6 

10l)-8 

115-2 

+ 5-4 

F 

107-4 

103 2 

4 2 

lOOO 

116-8 

+ 7-8 

G 

110-6 

107-0 

- 3-6 

121 T) 

117-6 

- 4-0 


A statistical analysis has its limitations, and the character 
of the increase in administrative expenditure may be illus- 
trated by a reference to certain changes in organization in- 
troduced during the pre- depression period. 

DIVISIONAL SYSTEM 

One of the early changes in organization was the introduction 
of the divisional system in place of the departmental system. 
Following the British practice, Indian railways adopted from 
the beginning the departmental form of organization. The 
departmental system encourages loyalties on the basis of 
departmental chiefs but, in the case of the larger railways, 
it is considered to be inferior to the divisional system, 
which seeks to sub-divide responsibility on a territorial 
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bavsis.^ Oil smaller railways the departmental system worked 
efficiently enough.- But some systems traversed areas almost as 
large as Great Britain, and proposals were put forward to reduce 
the size of the administrative units of the larger railways by 
divisions. The divisional organization was first introduced 
in 1922 on the G.I.P., but onl}^ as a half-way measure. While 
the operating organization was divisionalized, the engineering 
and commercial depai-tments were left untouched. That posi- 
tion continues on that railway even today. On 1 October 
1924, the N.W. effected a comprehensive reorganization on 
the divisional principle. When the E.T. passed under state 
management and amalgamated with the O.&R. in 1925, a 
program of divisionalization was carried out on lines similar 
to that adopted on the N.W., embracing all spheres of open 
line operation, traffic, commercial, civil engineering, etc. 

Several advantages were expected from the divisional 
system. They were, briefiy, the elimination of water-tight 
compartments which resulted under the departmental system ; 
a reduction in the number of outlying units of the adminis- 
tration and in the number of inter-departmental references 
and correspondence ; better distribution of work and re- 
sponsibility ; decentralization of the executive work of the 
railways in all its details, including staff organization, control 
being retained at headquarters in regard to matters of policy 
only ; better adaptation of the administrative organization 

* ‘Amongst tho advantage's of such a [divisional] system aro tlui prev^ontion of a local 
intordopartraontal dispute roacliing very far up tlic organization, although this is only in 
part avoided liecauso the divisional oftii'or has not often sufficient engineering ((ualilicatious 
to permit him to undertake tho engiueoring respoixsibility for lus division ; it does, how- 
ever, prevent friction between the operating and commercial departments. Undivided 
responsibility assists considerablv efficient operating, and blame for inefficiency cannot 
bo passed backward and forward between various departments. 1iie divisional system 
tends also to give offii^ers a bettor all-round training, although it often necessitates a tech- 
nical assistant reporting to a non-technicul chief. One of its greatest advnmtages is the 
greater choice it gives of officers skilled to undertake the position of General Manager, 
men in each case who are conversant with the problems of many departm mts. Tt is 
popularly supposed that tho divisional organization is a more expensive one in tho number 
of higher salaried officers than the departmental .... Tho greater efficiency obtained 
and the effect of decentralization upon personal touch with trailers’ organizations and 
public opinion generally in the case of railways traversing large areas oi territory, pro- 
bably offset this greater expense by inducing additional traffic, and, con.sequently, revenue. 
In the.se days of strong competition by road carriers whose strength lies in their power to 
keep in touch with local opinion, such decentralization as is obtained by a divisional 
organization probably just tips the scales in favour of this form of organization.’ — E. R, 
Sherrington, Kconomicf^ of Rail Transport in Qreat Britain, Vol. f l, 10I17, p. 10. 
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to adjust the provision of transport facilities on a regional 
basis ; and the release of the prineipal officers at headquarters 
from matters of detail and routine work to more constructive 
activities and important matters. To attain these ends the 
N.W. Railway'^ was divided into seven divisions ; the E.I. 
into six ; and the G.I.P.® into six. These changes were confined 
only to the state-managed railways. Of the remaining state- 
managed lines, the E.B., continued to function on the de- 
partmental system, but the headquarters office was reorganized 
on the model of the N.W. Railway. 

Against the advantages claimed for the divisional system 
by its advocates must bo set the criticisms about the^ additional 
expenditure involved and the illusory character of the gains 
expected. The Railway Retrenchment Sub -Committee exa- 
mining the problem stated that ‘the advocates of the divisional 
vsystem are inclined to claim too mucli for it.’ While such 
a claim could neither be disproved nor actually proved, they 
felt strongly that the ‘divisional organization has not always 
resulted in the decrease in direct costs that might have 
been expected of it.’ With a senior experienced officer acting 
as a sort of semi-Agent and taking full responsibility for his 
division, there should have been a corresponding reduction 
in the headquarters organization. That this was not realized 
is clear from the sub-committee’s reference to the North- 
Western Railway on wliich th(^y found ‘considerable scope for 
reduction at headquarters if the ])resent divisional organization 
should remain and be a success.’^ 

The hybrid system on the G.I.P. has little to commend 
it, and the Retrenchment Sub-Cbmmittee found in it ‘a grave 
risk of friction with consequent loss of efficiency.’ The dupli- 
cation of work and staff that it produced could only be eliminated 
by a reversion to the departmental system or a complete 
divisionalization. That the divisional system encouraged an 
increase in the number of officers is clear. But this might be 

’ Before tlie last war the creation of two systems out of the N.W. was tentatively 
considered. 

® On this railway six transportation divisions wore created. 

® -Rallwni/ lietret}cJitn(i7it Sub -Comm ittee Rpport, para 102-3, pp. 34-5. 


36— 1514B 
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balanced by otlier advantages, jjarticularly those resulting 
from a more intimate contact with local public opinion, a 
factor, specially important at a time when competition from 
road transport had become very keen. The Wedgwood Corn- 
mittee, considering the criticisms, did not suggest any alter- 
native to the divisional system on the railways concerned. 
Whatever the gains possible and ex])ected, some senior railway 
officers have expressed doubts as to whether the advantages 
claimed were worth the cost.^® 

GOST OE AGC^OUNTING AND AUDITING 

An instjinco of changes, gradually introduced, resulting 
ultimately in a considerable increase of expenditure is afforded 
by the railway accounting and audit departments. Ori- 
ginally, the duties of accounting and auditing were carried 
on by a single organization under the Auditor- General. On 
the company-managed railways there was an ‘Accounts and 
Audit’ staff under the company and in addition a small test- 
chec'k on behalf of Government by staff working under the 
Auditor-General. The Acworth Railway Committee, referring 
to the defects of this system, drew pointed attention to the 
importance of railways making themselves responsible for 
the preparation of their accounts and to the desirability of 
keeping the functions of accounting and auditing separate.^^ 

The Railway Board separated accounts from audit as an 
experimental measure on the E.I. Railway in 1925, and reported 
the success of the experiment to the Legislative Assembly, which, 
in a resolution in the same year, recommended the separation of 
the accounting organization from the audit on the remaining 


Mr. D. R. Lamb quotes the iiistaiieo of tho South Afriean Railways on which tho 
change from tho (iopartmontal to tho divisional system secured instead of an increase 
a reduction from 196 to 127 officers dospit© tho great increase in milage and traffic . — Moderti 
Railway O'peration, p. 6. 

The committee stated : ‘Economical railway management cannot bo ensured 
without a proper system of railway accounting. Apart from a mere audit check of receipts 
and disbursements, a railway requires a largo number of fmancial returns of various kinds ; 
not in order to say whether expenditure incurred has been duly authorized, or receipts duly 
accounted for, but to say whether expenditure is being wisely incurred, whether retrench- 
ment of habitual expenditure is possible under one head, whether new expenditure 
under another is proving profitable, or even whether a larger expenditure would be 
likely to bo fruitful .’ — Acworth Committee Report, para 129, p. 44, 
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state -managed railways, (^ontrol over the aeeoimts staff was 
vested in the J^^inancial Commissioner, Railways, not the Railway 
Board, and the Audi tor- C^ one ral was, in future, to be responsible 
for audit alone. The accounts staff’ under the new system were to 
perform the same duties of accounting as were done by the com- 
bined audit and accounts staff under the Auditor-General before. 

The advantages claimed for the independent accounts 
organization were : 

(a) the earli(T preparation of accounts and returns required by the exe- 

cutive and administrative officers for the control of expenditure ; 

(b) the prevention of irregular expenditure held under objection ; 

(c) the introduction of methods of procedure more in accordance with 

commercial practice, which should lead to greater attention by 
all concerned to the intei nal et^onomy of the railways ; and 

(d) the (a’eation of an audit organization independent of the adminis- 

tration. 

Sir Arthur Lowes Dickinson, who enquired into the railway 
accounting systems and procedure, recommended the extension 
of the principle of separation of accounts from audit to the 
other state-managed railways. By 1928 the experiment on 
the E.I. Railway was considered to have justiffed all expecta- 
tions, and with the concurrence of the Standing Finance Com- 
mittee, Railways, and the Auditor-General, the separation of 
accounts from audit was accepted as a permanent policy. 
The system was accordingly introduced on the Burma Railways 
on 1 January 1929 ; the N.W. Railway on 1 April 1929 ; the 
G.I.P. on 1 October 1929 ; and the E.B. on 1 April 1930. The 
old system under which the chief auditor was also the chief 
accountant of the railway gave place to two officers, a chief 
accounts officer and a chief auditor on each railway, controlling 
respectively the accounts and audit departments. The coordina- 
tion of these dej)artments at the top was done by the Controller 
of Railway Accounts under the Financial Commissioner, 
Railways, and the Director of Railway Audit under the Auditor- 
General. Simultaneously with these developments on the state* 
managed railways was pursued the policy of strengthening the 
Government audit of the company-managed railways. 
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'J'hc effect of these developments was to increase the total 
expenditure under accounts and audit. Most of the changes wore 
introduced as a permanent policy only in 1929. The consequent 
increase in expenditure may, as shown in Table 69, be ascertained 
by comparing the cost of railway accounting and auditing in 
1924-5 and 1929-30. The total cost of the accounting and 
auditing on the State-owned railways amounted to Rs. 103*14 
lakhs in 1924-5. The expenditure increased to Rs. 138*65 
lakhs, or by 34 per cent, in 1929-30. The cost increased still 
further in 1930-1 and the expenditure amounted to Rs. 147 lakhs, 
or 43 per cent higher than the basic figure. It is no wonder, 
therefore, that the Railway RetT*enchnient Sub-Committee 
found the growth of expenditure on accounts and audit taken 
together 'staggering whether taken by itself, or in comparison 
with the growth of milage, or the receipts and expenditiu'e 
accounted for and audited by this establishment, or of other 
railway expenditure which is most analogous to it, namely, 
charges included under the head ‘'General administratioTi”.’^^ 

TABLE 69. EXPENDITURE ON RAILWAY ACCOUNTING AND 

AUDITING 
{Rs. in thousand h) 



1924-5 

1929-50 

Increase 

% of 


Rs. 

Rs. 

Rs. 

1924-5 

Headquarters offiee^^ 

2,25 

4,97 

2,74 

226 

State-managed railways : 

(a) Accounts 

59,00 

76,89 

17,89 

150 

(6) Audit 

1,59 

8,58 

6,79 

527 

Total 

60,59 

85,27 

24,68 

141 

Company- managed railways : 

(a) Accounts 

38,55 

45,49 

6,96 

118 

{b) Audit 

1,79 

2,92 

1,16 

163 

Total 

40,52 

48,41 

8,09 

120 

Total : 

{a) Accounts 

97,55 

124,96 

27,45 

128 

(6) Audit 

5,61 

15,69 

8,08 

244 

Total 

105,14 

158,65 

55,51 

134 


Railway Retrenchment Snh-Committec Report, p. 18. The Hub-euiniuittoe stated in their 
report that ‘the Financial Commissioner himself agreed that too much was being spent on 
accounts and audit combinod and that there was definite room for economy.’ — Ibid., p. 19. 

Umlor the term ‘Headquarters ottico’ are iueludod the cost of the establishment 
of the Accountant-General, Railways, prior to 1928, and the cost of the establishments 
of the Controller of Railway Accounts ami the Director of Railway Audit after that date. 
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That the combinocl system was more economical in direct costs 
is indisputable. This is proved hy the fact that the separation 
had on all railways resulted in increased direct costs. 
Proposals for separation were advocated on grounds of savings 
which were ultimately expected to amount to Rs. 1,97,000 
per annum after meeting the cost of audit and of ‘several lakhs 
of rupees in other than establishment charges.’ 'Jliese ho])es 
proved ilhisory and the immediate results were merely dupli- 
cation of staff and work. Granting all the theoretical and 
practical advantages of tlie ]iew system, they, were not, as 
the sub-committee stated, worth the price paid, and Indian 
railways could not afford to have th(^ sej)aration unless con- 
siderable economies were elfected.^^ 

There are two facts to bo observed about the expenditure 
on ac(^ounts and audit, given in Table 69. Firstly, the rate 
of increase in the cost of accounting and auditing on the state- 
managed railways is very much more than that on the com- 
pany-managed railways. The increase during the seven years 
ended 31 March 1931, on the former was Rs. 23 lakhs, or 39 
per cent ; on the latter it was Rs. lakhs, or 22 per cent. 
Secondly, the high proportion of the cost of audit to the cost 
of accounts on the state-managed railways is to bo noted. 
It was about 16 per cent in 1930-1 for these lines as compared 
with about 10 per cent for the company-managed railways. The 
proportion of the cost of audit to that of accounting in 
other government departments was veiy much ^ loss, and in 
the case of army expenditure it worked out at about 4 per 
cent.i^ 

Thp trends of expenditure on accounts and audit during 
the depression reflected, despite the recommendations of the 
Retrenchment Sub-Committee and the economy measures 

Cf. ‘Wo must rooogiiizo tliat tho post of audit, excluding the cost on com})any* 
managed railways, is at present Us. lo lakhs and that practically the whole of it csn f)o 
saved by ainalganiation. are dofiiiitcly of opinion tlmt wo cannot in the pn'sent 

llnancial cir(‘umstan(*es <*ontcmplate tho continuance of tho present system if we have 
to pay this price. Unless, therefore, considerable economies can be effected in tho existing 
organization of audit and accounts combined, wo feel it our duty to say that, whatever 
the theoretical advantages of th(^ present system, it is not/ one tliat Indian railways 
can afford at present .’ — Railway Rclrcnchmenl Snb-Co)tunitl(w, Report, para 05, p. 2L 

Ibid., parg 55, p. 1 8. 
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pursued, a further increase. The increase in the cost of audit 
was even more pronounced.^** 

The findings of the Wedgwood Committee throw more liglit 
on the effect given to the sub-committee’s recommendations 
six years earlier. The Wedgwood Committee found that the 
- reductions in the accounts departments were somewhat obscured 
by the fact that they had taken over a good deal of the 
statistical work from Agents as well as certain accountancy 
work which was previously done departmentally. If allowance 
was made for this additional work, the real reduction would 
amount to something like 10 per cent in the number of the 
accounts staff of the state-managed railways, including the 
office of the Controller of Railway Accounts at Delhi. Even after 
taking this factor into consideration, the accounts departments 
of the State-owned railways, according to the committee, were 
‘unduly expensive’. The accounts expenditure amounted to 1*47 
per cent of the gross receipts on the state -managed railways and 
to 1*20 per cent on the compan 5 ^-managed railways. The corres- 
ponding figures for the two largest British railway companies 
amounted to only 0*95 per cent. These figures, the committee 
concluded, ‘disclose a case for a careful scrutiny of exi^enditure 
on the accounts departments of the Indian railways. 

The cost of the audit and accounts departments since 1936-7 
does not indicate any improvement. The expenditure on State- 
owned railways (excluding the Burma Railways separated in 
1937-8) as shown in Table 70 denotes an increase of 52 per cent as 
compared with 1924-5 and 13 per cent as compared with 1929-30. 

This is clear from the expenditure on railway accounting and auditing during 
1929-35. The details are as follows : 

EXPENDITUllE ON RAITAVAY ACOOUNTINO AND AUDITING* 

{In Jakhn of i?,s. ) 



Audit 

Account-J and audit C.H.A. 

Total 

1929-30 

13-70 

1,19-80 

2-58 

1,30-1-4 

1930-1 

17-87 

1,20-38 

2-81 

1.47-00 

1931-2 

19-00 

1,27-Ot 

2-93 

1,50-23 

1932-3 

19-20 

1,20,32 

2-88 

1,48-40 

1933-1 

17-70 

1, 28-33 

2-58 

1,48-67 

1934-5 

17-77 

1,30-26 

3-13 

1,51-16 

* Extra<’tcd 

from the 

Budget papei-s. 4’he figures from 

193D2 

onwards do not 


include salary cut. 

Wedyirood CDHunitlee Report, pai'a t>7, p. 36. 
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TABLE 70. KXPENDITTTRE ON AUDL'P AND AGUOUNTS ON S GATE- 

OWNED RAILWAYS* 

(Exclltdinu the Burma Railways) 

(In lakhs of Hs.) 


Year 

Audit 

Accounts and Auditf 

O.R.A. 

Total 

1924-.5 

5-61 

94 10 


99-71 

1929-,30 

13-70 

117 92 

2-.5S 

1.34-20 

1935-6 

17-05 

129 57 

2-62 

149 24 

1936-7 

16-39 

130 89 

2 73 

150-01 

1937-8 

16-67 

L34-.57 

2-74 

153-98 

1938-9 

17-27 

132 25 

2-66 

152-18 

1939-40 

16-86 

133.30 

2-06 

L52-22 


* Compiled from tho Railway Budget papers. The salary cuts are not iTieluded. 

I Includes audit conducted by tho staff of company-managed railways. Tho 
corresponding expenditure of state-managed railways is included under the previous 
head. 

It should be clear from this survey that, in spite of re- 
trenchment in expendrture and other measures of economy, 
the Post of general administration could not be reduced materi- 
ally from tho higher levels to which it had risen during the 
pre-depression years. The administrative expenditure of many 
departments, stood high during 1929-30, as compared with 
1924-5. The percentages stated in Table 71 indicate that 
even after six years of depression and an intensive pursuit 
of economy the increase persisted. The expenditure incurred 
on many departments in 1929-30, as compared with 1924-5, 
represented a large increase under most of the heads. Dis- 
cussing the cost of general administration, during 1924-30, 
the Railway Retrenchment Sub-Committee found the increase 
‘very much higher than the growth in other main heads of 
working expenses’, namely 21 per cent. There was a decrease 
of Rs. 45 lakhs under repairs and maintenance and an increase 
of only 7 per cent under operation (excluding fuel).^® Even the 
increase in the milage did not warrant so great a rise in cost. 


Tho expenditure on operation tako.s into aci^ount ‘the fact that the working 
expenses of 1924-5 secured a benefit to tho extent of (a) Ks. 141 lakhs, on account of the 
decision that railway companies were not liable to pay customs duty on stores imported 
for a State railway as a result of which past payments wore refunded, and (b) Rs. .38 lakhs, 
on account of payment from the rad way re.sorvo fund of the cost of writing down certain 
stores to their market value.’ — liailwai/ Retrenchment Suh-Co7nmiUee Report, para 94, 
p. 32. 
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The additional milage was 3,100 or 11 per cent.^^ But, as the 
sub -committee pointed out, one ‘should ordinarily have ex- 
pected that additions to milage would not increase the costs 
of administration to the same extent, but administration 
charges have been increasing at a more rapid rate.’^^ 

TABLE 71. EXPENDl^jmE ON GENERAL ADMINISTRA^ITON BY 
DEPAHI^MENTS, STATE-OWNED RAILWAYS* 


{Rs. in lakhs) 



1924-5 

1929-30 

%of 

1935-6 

% of 


Ks. 

Rs. 

1924-5 

Rs. 

1924-5 

Agciioy 

36-63 

54-46 

149 

46-79 

128 

Audit and aeoounts 

97-53 

122-38 

125 

133-84 

137 

CVxsh and pay 

12 47 

14 19 

114 

14-22 

114 

Stores department 

48-02 

62-20 

J30 

59.40 

124 

Engineering department 

196-30 

233-83 

119 

223-33 

114 

Locomotive department 

122-35 

152-46 

125 

146-57 

120 

Carriage <fe wagon d(‘j)artment 

48-72 

63-19 

130 

72.00 

148 

Ti’affic department 

12569 

140 65 

112 

132-11 

105 

Medical department 

36-82 

45-31 

123 

51-52 

140 

Steam boat service 

409 

4-32 

106 

4-22 

14)3 

Telegraph department 

64-95 

64-80 

100 

49-46 

76 

Police 

46-62 

55-36 

119 

52-84 

113 

Electric service departiiK'ni 


7-86 


9-41 


London board establishnuMit 

16-15 

9-79 

61 

9-04 

56 . 

Government supervision 

16 53 

11-31 

68 

11-67 

71 

Provident fund contribution 

155-15 

181-11 

117 

196-58 

127 

Gratuities 

82-38 

70-44 

86 

86-10 

105 

Publicity expensi s 


16-39 


10-21 


Oth(*r exyjiMises 

122-30 

128-08 

105 




* !Liilvva> pnpors. 


We may compare the cost of general administration with 
the operation charges (excluding fuel), which fluctuate with 
the milage worked, and reflect the effects of the fall of prices of 
consumable stores. The total cost of operating staff, including 
running staff, office staff’ and other staff, had gone up by about 
Rs. T75 crores, or about 16 per cent. As compared with this, 
the increase in the cost of administration was greater. Among 
the items in which the increase of expenditure by 1929-30 was 
most pronounced were Agency, recording an increase of 49 per 

Cf. ‘Though the total State-owned milage in 1930-1 exceeds that in 1924-6 by 
4.200 miles, over 1,100 miles of this were due to the purchase of the Delhi Umballa Kalka 
and Southern Pimjab Railways, which were formerly worked by State railways.’ — 
Railway Retrenchment Snb-Committee Report, paras 04-5, pp,32-3, 
so Ibid, 
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cent ; stores 30 per cent ; engineering department 19 per cent ; 
locomotive department 25 per cent ; and carriage and wagon 
department 30 per cent. The increase in expenditure on the 
last department had little to do with the reorganization 
consequent on the State Railway Workshop Committee’s 
recommendations. The sub-committee concluded their review 
by stating that administrative expenditure was Tar too high’ and 
desired ‘most emphatically to impress upon the Railway Board 
the absolute necessity of reducing these charges. 

Although these criticisms were made as early as 1931, the 
position had not improved even by 1935-6. As may be seen 
from the figures in Table 71, the cost, of certain departments 
had gone up rather than down. The percentages of the 
expenditure on audit and accounts, carriage and wagon, and 
medical departments, for instance, recorded a further increase. 
The cost of the remaining departments, with a few exceptions, 
stood, in spite of a decrease, materially higher than 
their basic levels. Administrative expenditure was thus 
on a comparatively higher level throughout. This has to be 
reckoned as one of the most important among the contribu* 
tory factors which caused, during the depression, a serious 
deterioration in the financial results of Indian railways. 

II. ORDINARY REPAIRS AND MAINTENANCE EXPENDITURE 

We may now turn to the second minor head of railway 
expenditure, ‘Ordinary repairs and maintenance’. Under this 
head is included the cost of all ordinary repairs and main- 
tenance of way and works, rolling-stock, machinery, plant 
and equipment, etc. The annual expenditure under this item 
for all State-owned railways during 1924-36 may be seen from 
Table 72. The total expenditure on ordinary repairs ^nd 
maintenance in 1924-5 amounted to Rs. 18*10 crores, and 
except for a reduction in the next year, it was fairly stable 
around that figure. In 1929-30, there was an increase of' 2 
per cent to Rs. 18*43 crores. 

21 Hoihmy Refrenchnicnt Ruh-^Committee. Repoy'f^ parn OH, p, 3.1, 

37— 1514B 
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The principal feature ^ during the depression was a con- 
siderable reduction in the total cost of repairs and maintenance, 
which amounted to 22 per cent in 1931-2 itself. During the 
next four years there was an increase in this expenditure, 
which stood in 1935-6 at 88 per cent of the basic figure. It 
should be borne in mind, however, that in comparing the cost 
of repairs and maintenance, allowance must be made for the 
increase in milage and other extensions and additions to rail- 
way property and equipment. 

TABLE 72. EXPENDTT[IRE ON GUDINA RY REPAIRS AND 
MAINTENANCE^], STATE-OWNED RAILWAYS* 

( in crores) 

(1924-5=100) 


Year 

Rs. 

% 

Year 

Rs. 

% 

1924-5 

18-i() 

100 

1980-1 

17-57 

97 

1925-6 

17T8 

95 

1981-2 

14-11 

78 

1926-7 

18T6 

100 

1982-8 

14-69 

81 

1927-8 

1805 

100 

1988-4 

14-99 

88 

1-928-9 

1811 

100 

1984-5 

15-94 

88 

1929-80 

18*43 

102 

1985-6 

15-88 

88 


* The figures for the period 1924-20 are taken from tiie accmmis figures in the budget 
papers. Those for 1929-35 are taken from the Financial Commissioners Reviev's 
of each year, and have been recast to allow for the deduction of credits from released 
materials on the same basis as during previous years. The figure for 1935-0 has been 
arrived at by deducting from Rs. 16‘98 crores credits amounting to Rs. PIO crores. 

Expenditure on ordinary repairs and maintenance on the 
principal State-owned railways since 1924-5, as shown in 
Figure VI^ indicates a decrease during the pro -depression period 
itself on four state-managed and two company-managed rail- 
ways. The effect of the economy measures and retrenchments 
adopted at the commencement of the depression is seen in 
the abrupt decrease in the expenditure of all railways systems 
during 1931-2. But from 1932-3 onwards there was a steady 
increase on four company-managed railways. The A.B. recorded 
a phenomenal rise, while the B.N., B.&N.W. and M.&S.M. had 
lower but substantial rates of increase. The state-managed lines 
on the whole remained below the basic levels. The growth of 
expenditure on the E.B. since 1935 seems to be rather exceptional. 

There are four abstracts under which the expenditure on 
ordinary repairs and maintenance forms an important minor 
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KJOURE VII. COST OP ORDINARY REPAIRS AND MAINTENANCE 
1924-;i8, (STATE-OWNED RAILWAYS) 



Abstrict A<«M»«ct<ntbc« of itruaur*! worki 
Abitract B*— Hamunanca and tupply of locomotlv* pow%r 





292 RAILWAY EXPENDITURE : OPERATING EXPENSES 

head, njamely, Abstracts A, B, and C. The percentage variations 
for each railway under these abstracts are shown in Figure VII. 

There were wide fluctuations in the expenditure on ordinary 
repairs and maintenance under Abstract A^^ not only between 
railway administrations but on the same railway from year 
to year. Among the state-managed railways the percentage 
for the Burma touched the peak of 171 in 1928-9, while among 
the company-managed lines the A.B. had the highest level 
from 1929-30 onwards, a sudden decrease in 1930-1 being 
followed by a steady increase to 204 per cent. The S.I., 
M.&S.M. and B.N. disclosed a tendency towards a higher level 
from 1930-1 onwaiTls. Only-^on the B.&N.W. and B.B.&C.I. 
was the cost of ordinary repairs and^ maintenance below the 
basic levels. The six-year averages for 1930-6 reflect a con- 
tinued ' general increase on the N.W., and three company- 
managed lines, the A.B., M.&S.M. and S.I. 

Another feature refolded to earlier is also exhibited by 
this abstract: that there was among the state-managed- rail- 
ways a uniform reduction in expenditure. Four out of the 
five lines showed large decreases and only the N.W. had on 
an average a higher percentage during 1930-6. All the com- 
pany-managed railways, except the B.B.&C.I., recorded, as 
shown .by the percentages, a much higher level of expenditure 
in 1935-6 as compared with 1929-30. The state-managed 
systems, on the other hand, kept their expenses substantially 
below even the 1924-5 levels, and the N.W. itself effected 
a reduction of over 30 per cent on its , own figures of 
1929-30. 


The minor head under Abstract A, ‘Ordinary repairs and maintenance’ is divided 
as under : 

(1) Structural works : (a) track (running lines, sidings and yards) ; (6) bridges 

and tunnels ; (c) service buildings ; (d) residential quarters ; (e) station machinery 
(signals, turn-tables, water columns) ; (/) shore connexions at ferries ; (y) mis- 

(‘.ellaneous (fencing, service roads, etc.). 

(2) Equipment : (a) engineer’s tools and plant ; (6) service motor cars and trollies ; 
(c) furniture. 

(3) Conservancy of rivers. 

(4) Plantations, nurseries and garden::. 

(ii) New minor works. 

(6) Miscellaneous expenses t (a) carriage of revenue stores ; (6) losses of cash and 
stores ; (c) other items. 
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The increase in the cost of repairs and maintenance under 
Abstract affected only certain systems on which the peak 
was reached during 1929-30. On the others, namely, the 
B.B.&C.I., S.I., G.I.P. and N.W., there was a decrease during 
1924-30 itself. The percentage variations on company-managed 
lines were greater, and the large increases on the A.B. and B.N. 
deserve mention. The variations on state-managed lines were 
more restricted. The six-year averages indicate larger expen- 
diture on the A.B., B.N., Burma and E.I., and decreases ranging 
from 11 to 28 per cent on the others during the depression. * 

TABLE 73. SIX-YEAR AVERAGES OF EXPENDITURE ON ORDINARY REPAIRS 
AND MAINTENANCE, UNDER ABSTRACTS A, B & C ON STATE-MANAGED 
AND COMPANY-MANAGEt) RAILWAYS* 

{Rs. in lakhs) 

1924-6=100 

^State-managed Company -managed 

1924-30 1930-0 Inc. or 1924-30 1930-0 Inc. or 

1924-5 Average Average dec. 1924-5 Average Average dec. 


Railways 

Rs. 

0/ 

/o 

% 

% 

Railways 

Rs. 

% 

0/ 

/o 

0/ 

/o 





Abstract A 





Burma 

30-95 

135 

126 

— 9 

A.B. 

Jl-83 

127 

173 

46 

E.B. 

57-78 

104 

85 

-19 

B.N. 

51-78 

118 

125 

7 

E.T. 

110*90 

90 

79 

-11 

B.B.&C.I. 

57-14 

101 

96 

- 5 

G.I.P. 

82-72 

108 

99 

— 9 

M.&S.M. 

32-94 

120 

139 

19 

N.W. 

116-55 

105 

109 

4 

S.I. 

22-69 

101 

135 

34 





Abstract B 





Burma 

11-08- 

112 

120 

8 

A.B. 

3-37 

179 

219 

40 

E.B. 

25-61 

118 

105 

-13 

B.N. 

39-89 

126 

138 

12 

E.I. 

76-41 

113 

115 

2 

B.B.&C.I. 

74-05 

92 

69 

-23 

G.I.P. 

87-76 

88 

60 

-28 

M.&S.M. 

44-30 

108 

97 

-11 

N.W. ^ 

121-46 

82 

69 

-13 

S.I. 

■ 28-46 

98 

85 

-13 





Abstract C 





Burma 

19-93 

109 

69 

-40 

A.B. 

4-42 

130 

172 

42 

E.B. 

21*18 

151 

131 

-20 

B.N. 

68-52 

90 

84 

- 6 

E.I. 

174-92 

76 

52 

— 24 

B.B.&C.I. 

63-98 

94 

78 

-16 

G.I.P. 

76-81 

103 

75 

-28 

M.&S.M. 

34-09 

106 

83 

-23 

N.W. 

97-42 

91 

74 

-17 

S.I. 

24-09 

85 

54 

-31 


* Percentages calculated on figures taken from the Railway Board'’ s Report^ Vol. II. 


Abstract was characterized by a general decrease^ in 
the cost of repairs and maintenance. But two railways, the 

The repairs and maintenance^jxpenditure imdor this abstract is grouped as follows : 

(1) Locomotives ; {a) running repairs ; (6) workshop repairs. 

(2) Rail motors : {a) running repairs ; (6) workshop repairs. 

(3) Equipment: {a) machinery and tools; (6) service motor cars and trollies; 

(c) furniture. 

‘Ordinary repairs and maintenance’ under Abstract C is classified into five heads : 
(a) coaching vehicles ; (6) goods vehicles ; (c) ruiming repairs to foreign railway vehicles ; 
(d) equipment ; and (e) new minor works. Here also repairs are classified into ‘running’ 
and Vorkshop*. Equipment includes the same heads as under the previous footnote. 
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A.B. and E.B., recorded an increase to very high levels. The 
six-year averages reflect substantial reductions on all railways, 
with the sole exception of the A.B. which stood 42 per cent 
higher. 

We may now proceed to summarize the main trends of 
expenditure mnder ordinary repairs and maintenance. The 
expenditure under this head may be conveniently grouped 
under three broad heads, namely, {a) way and works, in- 
cluding the cost of maintenance of all structural works, (6) 
rolling-stock, and (c) machinery, tools and plant. 

The expenditure on the maintenance of way and works^® 
for ^all State-owned railw^s amounted to Rs. 5’56 crores in 
1924-5. The cost of this item during succeeding years varied 
as shown below. 

TABLE 74. NET EXPENDITURE ON WAY AND WOPvKS* 
(State-owned Railways) 


Year 

% of 1924-5 

Year 

% of 1924-5 

192,1-0 

93 

1931-2 

83 

1926-7 

101 

1932-3 

113 

1927-8 

112 

1933-4 

116 

1928-9 

121 

1934-5 

121 

1929-80 

115 

1935-6 

119 

1930-1 

108 




* Figures for the percentages an^ taken from Railway Budget papers. Owing to 
accounting changes the figures of 1932-() are not strictly comparable with those of 
previous years. 

There was a definite increase in the cost of repairs and 
maintenance of way and works which amounted to 21 per 
cent in 1928-9 and 15 per cent in 1929-30. The real decrease 
took place in 1931-2 when a reduction of 17 per cent was 
effected and the cost brought down to 83 per cent of 1924-5. 
But expenditure returned to levels higher than those of previous 
years. Some increase on account of additional track milage 
was inevitable, but the increase in expenditure was substantially 

26 -plio expenditure on repairs and maintenance under Abstract F relates to telegraph 
and other equipment, and as the amount involved is small, representing only a fraction 
of the ordinary working expenses, it is not examined hero. 

Approximately consisting of the same items of expenditure as those stated in 
footnote *23. 
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more than was justified on this account. The track of the 
ten State-owned lines was 9*70 per cent higher in 1929-30, 
and 12*47 per cent in 1935-6. The percentages of expendi- 
ture on way and works indicate a much higher level, except 
during 1931-2. Track, it should be remembered, is only one, 
though admittedly the most important, of many items of 
structural works. The increase is rather surprising in view of 
the general decrease of expenditure on ordinary repairs and main- 
tenance during the depression period. The attempt to over- 
take arrears of maintenance may have inflated the figures 
of 1934-6, and this certainly does not affect the figures of 
previous years. 

The second head, rolling-stock, includes the cost of repairs 
and maintenance of locomotives (steam and electiic), traction 
equipment, electric multiple unit stock (excluding traction equip- 
ment), rail motors, ' coaching vehicles, and goods vehicles. 
The percentage variations in the cost against each of these 
classes of rolling-stock during the period^® were as follows : 


TABLE 75. NET EXPENDITURE ON ROLLING-STOCK* 
(State -OWNED Railways) 

(1924-25=100) 



1925 r. 

1920-7 

1927-8 

1928-9 

1929-30 

1930-1 

1931-2 

1932-3 

1933-1 

193 1-5 

1935-0 

Locomotives 

94 

100 

95 

99 

105 

107 

89 

86 

86 

88 

91 

Coaching vehicles 

98 

* 105 

104 

93 

96 

91 

78 

77 

78 

83 

85 

Goods vehicles 

101 

95 

78 

81 

78 

82 

63 

62 

63 

60 

74 

Net rolling-stock 

94 

98 

92 

90 

93 

88 

73 

80 

78 

83 

84 


♦Percentages calculated on figures taken from the Railway Budget papers for 1926-38. 


The expenditure on rolling-stock was generally on the 
decrease during the period. By 1928-9, the cost of repairs 
and maintenance under this head had drop]ied by 10 per cent. 
After a slight increase in the following year, there was a further 

2’ The track milage of five state-managed and five eompany-managed railways com- 
pared during the period as follows : 

1924-5 1929-30 Increase 

State-managed railways 25,965 28,276 2,311 

Company-managed railways 15,954 17,708 1,754 

Total . . 41,919 45,984 4,065 

2* The expondituro on rail motors, included under locomotives prior to 1932-3, was 
stated separately thereafter, and therefore for strict comparison allownnee must be made 
for this. 
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decrease, the percentage touching 73 in 1931-2. From this 
level there is seen a rise in the percentage to 84 in 1935-6.^ The 
cost of repairs and maintenance of locomotives stood on a 
uniformly higher level as compared with that of coaching and 
wagon stock. The largest decrease occurred under wagons. 

The third item under repairs and maintenance is ‘Machinery, 
tools and plant, and miscellaneous’, embracing a large number 
of miscellaneous transactions, such as the cost of the equip- 
ment utilised in connexion with the maintenance of structural 
works, locomotives, carriages and wagons, electric power, 
steam boats and ferry services, traffic department, and tele- 
graphs. ‘Miscellaneous’ refers to the expenditure in connexion 
with such transactions as carriage of revenue stores, losses of 
cash and stores, and other items not classified elsewhere. Owing 
to a change in accounting, statistics of expenditure under this 
head are available only up to 1931-2. Net expenditure under 
‘Machinery, tools and plant, and miscellaneous’ during 1924-32 
increased by 5 to 13 per cent, except for two years which re- 
corded a decrease. 

PERCENTAGE VARIATIONS OF EXPENDITURE ON MACHINERY, 
TOOLS AND PLANT, AND MISCELLANEOUS* 

(State- OWNED Railways) 

(1924-25=100) 

1925-6 1926-7 1927-8 1928-9 1929-30 1930-1 1931-2 
Net expenditure on 105 111 107 98 111 113 86 

machinery, tools & 
plant, and misc. 

* Percentages calculated on figures taken from Railway Budget papers. 

During the depression the cost of repairs apd maintenance 
came under drastic retrenchment. The extent to which ex- 
penditure was curtailed is clearly indicated in the accounts 
of every railway administration. The trend of traffic receipts 
during 1930-1 foreshadowed the severity of the depression 
and the railways took prompt action in cutting down their 
costs. Economy was attempted in the repairs and maintenance 
of track, buildings, residential quarters, station machinery 
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and i*olling-stock. Every railway, to quote the Commissioners 
of the Railway Board, carefully considered 

‘the scales of consumable stores, tools and plant with a view to reduction. 
Cheaper substitutes have becui experimented with. Scrap material has 
betai reclaimed and reconditioned and brought into use. The strength 
of the permanent way gangs and level crossing gate-men has been carefully 
examined and reduced wherever possible. Repairs to staff quarters, build- 
ings and bridges have been drastically curtailed. Only essential minor 
works have been undertakcui. Rolling-stock has been laid up when not 
required. The period bcTween overhauls has becui increased. Overtime has 
been reduced in workshops and sheds. Short time has been introduced in 
many workshops. vSonu^ railways have closed certai]i workshops altogether.’ 

By 1933-4, the effects of the postponement of essential 
expenditure had begun to be experienced and some increase 
in the cost of repairs and maintenance had to be provided for. 
Tn the following year, the Railway Member stated that 

‘to the extent that reductions represented merely a postponement of ex- 
penditure, tlu' time is soon coming, if it has not already come, when it would 
be miwise and indeed unsafe to postpone it any longer. 

The statistics for 1930-2 reflect the effects of these economies. 
The cost of repairs and maintenance of way and works and 
rolling-stock touched the lowest point. The net cost of way 
and works compared with 1924-5 was down by 17 per cent in 
1931-2. Net rolling-stock expenditure recorded the largest 
decrease of 27 per cent, while not machinery, tools, etc., stood 
14 per cent lower. The position on individual systems also 
indicated considerable reductions under repairs and main- 
tenance. Compared with 1929-30, expenditure decreased sub- 
stantially on most of the railways. Only the Assam Bengal 
had an increase. The largest decrease occurred during 1932-3. 
Measured by the standards of 1924-5, the extent of curtailment 
during this year on the S.I., and E.I., was 37 and 39 per cent 
respectively, while on the E.B. and B.B.&C.I., it amounted 

Explanatory Me?)wrandum to Raihvay Budget j 1932-3, p. 5. 

Budget speech for 1934-5. The Explanatory Memorandum stated that ‘the major 
economie.s that the railways could hope for immediately have already been realized and 
that to the extent that such economies were of the nature of postponement of expendi- 
ture, the time when this expenditure has to be undertaken comes oven nearer and has 
in certain cases already come.’ P. 11. 


38— 1514B 
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to 22*3 per cent. With the exception of the A.B., which had 
an increase of 60 per cent, all railways registered figures less 
than in 1924^5. How these economies were realized was thus 
commented upon by the Director of Railway Audit : 

A cojisiderable portion of the economics effected here is merely of the nature 
of postponement of repairs and maintenance expenditure, not held 
to be emergent at present. Such postponement cannot go on indefinitely, 
and sooner or later, the postponed expenditure will take its vengeance in 
the shape of unsafe ])ermanent way and stock, and probably, increased ex- 
penditure as well On one of the major railways an excess of Rs. 5 64 

(lakhs) has had to bo explained as due to ‘lieavy repairs (to rolling-stock) 
found necessary on a(;coiint of postponement of repaii’s in previous years.” 
The engineering authorities of five railways (Burma, B.N., S.J., E.B. and 
A.B.) have not found it possible to issue clear certificates in respect of the 
condition and standard of maintenance of the permanent way, rolling- 
stock and other assets of the railway. It is possible that in some cases 
at least, the principle of “Safety First” might have been sacrificed at the 
altar of so-called “economies”. It is pointed o\it that this i)olicy would be 
extremely ill-advised as the postponed expenditun'. will, in any case (and 
probably in greater amount), have to be incurred later on.’^^ 

During succeeding years it will be noticed that expenditure 
on repairs and maintenanc^e tended to increase on all railways. 
This was inevitable so far as part of the economies consisted 
in the postponement of necessary expenditure. With the 
exception of the which showed a decline, increases 

occurred on all railways under repairs and maintenance. The 
Director of Railway Audit remarked in succeeding reports 
upon the refusal of the engineering authorities on certain 
railways to give clear certificates as to the condition and stan- 
dard of maintenance of the assets.^^ ]937 position 

Rdilway Audit Report 1932<3, para 18, p. 18. 

32 Cf. Railway Audit Reports, 1935-7 {on the aooounts of 1933-0) : ‘3'h© engineering 
authorities of at least four railways {viz,, the Assam Bengal, the Burma, the 
Eastern Bengal, and the South Indian) have not again found it possible, to give 
clear certificates as to the condition and staridar<l of maintenance of the assets o f 
their railways.’ {Railway Audit Report 1935, para 193, p. 77). ‘In June 1934, the Railway 
Board informed the administrations that if a case could be made out to their satisfac- 
tion that expenditure was necessary in the interests of safety, they would be prepared to 
sanction extra funds for the purpose. In the year under report extra oxponditure has 
been incurred in this direction. Iho position has thus improved, but the engineering 
authorities of throe railways {viz., the Assam Bengal, the Burma and the Eastern Bengal) 
have not found it possible yet to give clear certificates as to the condition and standard of 
maintonauee of the assets on their railways.’ {Railway Audit Report 1936, p. 55). In 1 935-6 
extra expenditure was incurred, but on two railways, the Assam Bengal and Burma, the 



RAILWAY EXPENDITURE : OPERATING EXPENSES 


299 


appears to have improved and the Wedgwood ( bmmittee stated 
that the arrears had been overtaken at the time of their enqiiiry.-'^’*^ 
The reeords of state-managed and company-managed rail- 
ways exhibit the same features as those mentioned under 
general administration. The six-year grouj^ averages for 
ordinary repairs and maintenance, shown below, indicate a 
general decrease during 1930-6 on the state-managed lines 
under all the throe abstracts concerned A, B ami C. The 
company- managed lines recorded a further increase under 
Abstracts A and B — a very large one indeed under the former 
—and a decrease under Abstract C. 

TABLE 76. EXPENDITURE ON ORDINARY REPAIRS AND MAIN- 
TENANCE ON STATE-MANAGED AND COMPANY-MANAGED 

RAILWAYS 


(1924-25=100) 


Abstracts 

A 

B 

C 


State -maaagod railways 
1924-30 1930-6 Inc. or dee. 

Average Average 

108-4 99-6 - 8-8 

102-0 93-8 - 8-8 

106-0 80-2 -25-8 


( bmpany- managed railways 
1924-30 1930-6 Ine. or dee. 

Average Average 

113-4 133-6 20-2 

120 6 121-6 1-0 

101-0 94-2 -6-8 


III. OPERATION 


The next groujj of railway expenditure, classified under 
the head ‘Operation’, includes the disbursements made by 
railways for purposes connected with actual operation. The 
expenditure on operation is subdivided into two heads, ‘Opera- 
tion excluding fuel’ and ‘Fuel’. 

The cost of operation, excluding fuel, stood in 1924-5 at Rs. 
15*54 crores. From the next year, as shown in Table 77, 
there was an increase which amounted to 10 per cent in 1928-9, 
and 13 ])er cent in 1930-1. The emergency and economy 
measures and lower prices during succeeding years brought 
expenditure to the basic level by 1934-5. 

oagiaeoring authorities could give oaly qiuildiod cortiticatos as to the conditioii and 
maintenance of tho assets. {Railway Audit Report 1937, para 35, p. 17.) 

‘We are assured. . .that arrears of this kind (non -essential repairs) have in general 
been ovwtakon.’ — Tfedj/w’ood Committee Report, para 25, p. 15. Reviewing the expenditure 
under Abstract A, the committee found an overall reduction of 20 per cent had been 
effected by 1935-0 as compared with 1929-30. As tho arrears wore stated to have been 
overtaken, the decrease was deemed by tliem ‘real economy’ and ‘very creditable’. 
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TABLE 77. EXPENDITURE ON OPERATION (excluding Fuel) 
(State-owned Railways) 

(Bs. in crores) 


Year 

Rh. 

0/ 

/o 

Year 

Rs. 

/o 

1924-5 

15-54 

100 

1930-1 

17-60 

113 

1925-6 

16-M 

106 

1931-2 

16-21 

104 

1926-7 

16-27 

105 

1932-3 

15-62 

101 

1927-8 

16-24 

105 

1933-4 

15-69 

101 

1928-9 

17-16 

no 

1934-5 

15-49 

100 

1929-30 

17-05 

no 

1935-6 

15-27 

98 

* The figures from 1924-32 

are taken from the Kxplaymtorif Memoranda to 

the Budgets. 

T 1.1 


Owing to an aceountijig change the figures for 1932-5 are distiirbod by the hi- 
clusion of provident fund contributions and for purposes of proper comparison, the 
figures have been taken from the '•Financial Commissioner’s adjusted figures in his Reviews 
for 1933-5. The figures for 1935-6 have been compileil from the accounts hguros of tlie 
year. 

The cost of operation on individual railways during the 
period may be seen from Figure VITI. The tendemy towards 
an increase appears to be accentuated on certain lines. This 
was, however, partly offset by the lower rate of increase on 
the other systems. Between 1924 and 1930, all the railways 
with the exception of the recorded incrcaWal expendi- 

ture on operation. As may be seen from the trends shown 
in the chart, by 1929-30 the percentage increases varied from 
9 to 44. Expenditure during the depression showed levels 
well above thOvSe of 1924-5. Even during 1932-3, which re- 
flected the maximum effects of retrenchment and economy, 
the G.I.P., A.B. and S.I. had a comparative increase of more 
than 35 per cent. The Burma and M.&S.M. showed percentage 
increases of 29 and 26 respectively, while the E.B. and B.B.&CM. 
recorded an increase of 18 per cent. -Only the E.I. had a 
percentage of 99. Further reductions occurred in following 
years on all the railways, excepting the G.I.P. 

Expenditure on operation forms an important minor head 
in three abstracts, B, 0 and E. The trends of expenditure 
under these abstracts may be seen in Figure VIII. A com- 
paratively small amount of expenditure is also booked under 
Abstract F. 

Tho basic figure lor 1924-5 for tho E.I. is tho total of the separate figures of the 
E.T. and O.&li. Some doeroaso may bo allowed for tho economies attributable to tlio 
amalgamation of the two linos, 
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FIGURE VIII. COST OF OPERATION 1924-36 
. (STATE-OWNED PvAILWAYS) 
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The cost of operation incurred by the locomotive depart" 
ment, including fuel (Abstract B) is one of gradual decrease 
as compared with 1924-5. Excejjt on the Burma for two 
years, 1929-31, and the A.B. for 1927-33, all the lines disclose 
a substantial fall. 

Of the several items included under this abstract, the cost 
of running staff and fuel alone accounts for more than 90 per 
cent of the total under operation. Fuel, which amounted 
to 50-70 per cent, was the principal factor which contributed 
to the decrease in expenditim'- on operation as a result of the 
decline in the cost of fuel. Part of the decrease must have 
been offset by the increased engine and train milage befoiu 
the depression. The reduction sin(*e 1931 was caused by both 
the decrease in the cost of fuel and the reduced engine and train 
milage. These are clearly biought out by the six-year averages. 
It may be observed from Figure VIII that except on the A.B. 
and Burma, even by 1929-30 the general level had come down. 


TABLE 78. SIX-YEAU AVERAOES OF EX IM^]ND1TLJRE ON OPUKATION irNDER 

ABSTRACTS B, C & E*^ 

(A*.y. 171 Idkhs) 



SUde-managed 




('07}ipa7iy-ma7i(ujed 





1924-30 

1930-0 

Inc. or 



1924-30 

1930-0 

Inc. or 


1924-5 

Avei*ugo Average 

(lec. 


1924-5 

Average 

Average 

dec. 

Railways 

Rs. 

o/ 

/o 

0/ 

/o 

/o 

Railways 

Rs. 

/o 

o/ 

/o 

o/ 

/o 





Abstract B 





Burma 

05- 1 3 

97 

84 

-13 

A.B. 

18-20 

105 

104 

J 

E.B. 

75- 2() 

88 

74 

-11 

B.N. 

107-90 

88 

80 

8 

E.I. 

228-20 

89 

70 

-13 

B.B.&C.l. 

202-01 

87 

04 

-23 

G.i.r. 

29<)'29 

91 

54 

-37 

M.&S.M. 

120-94 

92 

79 

-13 

NAV. 

304- G2 

95 

81 

-14 

S.l. 

95-31 

91 

85 

— 0 





Abstract C! 





Burxna 

1*83 

99 

110 

11 

A.B. 

0-87 

103 

135 

32 

E.B. 

5-30 

90 

113 

17 

B.N. 

11-40 

82 

04 

- 18 

E.I. 

34-08 

()0 

51 

— 15 

B.B.&(M. 

9-43 

94 ' 

87 

7 

G.I.P. 

18-98 

104 

89 

-15 

M.AS.M. 

3-80 

103 

97 

- 0 

N.W. 

32-01 

102 

87 

- 15 

S.l. 

1-51 

94 

114 

20 





Abstract E 





Burma 

30- ()2 

11<3 

123 

7 

A.B. 

17-01 

118 

125 

7 

E.B. 

73-88 

108 

90 

- 12 

B.N. 

87-18 

99 

lOl 

__ 2 

EJ. 

252-59 

85 

79 

- 0 

B.B.<Si(M. 

120-05 

97 

82 

-10 

G.I.IA 

143-25 

90 

84 

— 1 2 

M.&S.M. 

48-90 

109 

121 

-12 

N.W. 

ir>l-59 

108 

101 

- 7 

S.l. 

40-34 

103 

1 14 

11 


* Percentages cal«‘uJat(‘d on ligures taken from linHwau Board's Report, Vol. II. 
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The total operating expenditure under Abstract C is com- 
paratively less than the cost under the other minor heads.^^ 
State-managed railways had considerable fluctuations from 
year to year. The E.T. had a remarkable decrease in 1925-(), 
after which its percentage remained between *50 and 60. Barring 
an exceptional rise on the E.B., the other state -managed lines 
remained within a margin of 15 per cent of the basic level. 

The company-managed railways showed greater uniformity 
in their trends. There was a general tendency towards a 
decrease. The only exceptions were the A.B., S.I., and, since 
1934, M.&S.M. The jjre- depression and depression averages 
denote a material reduction on all but four lines. It is in- 
teresting to note the unusually wide spread in the percentages 
of company-managed railways during the depression as com- 
pared with the pre- depress! on period. 

The bulk of the expenditure under Abstract E is incurred 
mainly under the head of operation.*^® The salaries, wages, and 
allowances of the oj^erating, station and train staff account 
on the whole for about three-quarters of the cost of the traffic 
department. They vary, of course, on the individual railways 
from 55 to 90 per cent of the total operating expenses under 
the abstract. It should be observed that the station staff 
take up about one -half of the total cost of operation, and it 
was, in fact, 60 per cent and over on four systems, and 50 per 
(^ent on four others. The expenditure on the train staff’ was 
ap])roximately 15 per cent and that on ‘other’ staff from 4 
to 16 per cent on the different lines, the average being about 7 
per cent of the total cost of operation for the traffic department. 

The cost of operation for the traffic department during 
the period reveals material differences in the record of the 

The operating expenses under Abstract (- consist of the cost of inspection of running 
vehicles, representing ttio wages of exaniiners, cleaners, oilers, etc., and the cost of oil grease 
and other grease ; payments to other railways on account of hire charges for carriages 
and wagons, etc., obtained on loan for general use on the home lino after deducting receipts 
from other railways oh similar account ; and miscellaneous, as under other abstracts. 

3® The operating expenses under Abstract E are classified as follows : 

(1) Salaries, wages and allowances of the geiforal operating, station, and train 
staff, and travelling ticket examining staff ; (2) fires, lights and general stores, for 

stations and sheds ; (3) lighting, water and general stores in trains ; (4) clothing ; (5) 
stationery, forms and tickets ; (0) expenses of handling, c-ollcction and delivery of goods ; 
(7) expenses at out-agencies ; (S- 1 1) Compensation for goods lost: miscellanooiis etc. 
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state-inanag(3d and company-managed railways. Among the 
former, the E.I., and G.I.P. had a substantial decrease from 
1925 onwards. Tf the Burma Railways, with its large per- 
centage increase throughout, is excluded, all the State lines 
had expenditures well below the basic level from 1932-3 on- 
wards, Company-managed railways on the other hand wore 
generally above their basic levels throughout the period. 
Only the B.B.&C.I. and, since 1931, the B.N. decreased their 
cost of operation to lower percentages. The six-year averages 
disclose a decrease on all lines, except four, namely, the Burma, 
A.B., M.&S.M. and S.I. 

The trend of expenditure on operation during 1924-36 is thus 
one of general decrease under all the abstracts affected. We may 
sum up the main features of the expenditure included under 
this head with a reference to the more important items. A 
large part of the expenditure is, as stated earlier, under staff, 
amounting to more than 70 per cent of the total cost of opera- 
tion (excluding fuel). The staff consists of station staff, running 
staff and ‘other’ staff. Frequent changes in accounting make 
it impossible to examine the expenditure under these three 
heads to the end of the period, but the statistics given below 
afford a general idea of the relative importance of the three 
categories of staff. 

TABLE 79. OPERATION (EXCLUDING FUEL) : COHT OF STAFF* 
(State-owned Railways) 

{In thousands of Rs.) 



Station 

Rnnniim and 

‘Other’ 

Total 

Year 

staff 


staff 


staff 

1924-5 

5.63 


5,18 


10,81 

1925-6 

5,88 


5,18 


11,06 

1926-7 

6,02 


5,26 


11,28 

1927-8 

6,08 


5,66 


11,74 

1928-9 

5,26 

'4,64 


2,20 

12,10 

1929-:10 

5,51 

4,78 


2,29 

12,58 

1930-1 

5,46 

4,75 


2,32 

12,53 

1931-2 

5, .59 

4,42 


2,15 

12,16 

1932-3 


. . 



12,41 

1933-4 





12,27 

1934-5 

, , 




12,21 

1935-6 





12,13 

* Oompilefl 

from tho 

dom.ands 

for grants for 

oaoh yoar. 
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The cost of station staff in 1924-5 exceeded that of the 
running and ‘other’ staff combined. As shown by the separate 
figures available for 1928-32, the cost of ‘other’ staff was 
approximately rather less than that of the running staff’. 

During 1924-32, for which the cost of station staff is avail- 
able, the percentage rose to 108, and decreased to 99 in 1931-2. 
As the cost of running and ‘other’ staff was presented in 
one total prior to 1928-9, they may be taken together for 
purposes of comparison. The total figures for 1929-32, expressed 
as a percentage of 1924-5, indicate a considerable inerease, one 
of 32 per cent in 1928-9 and 36 per cent in 1929-31. A slight 
decrease in the following year reduced it to 27. 

The total expenditure on operating staff affords a better 
picture of the general trend since 1924-5. From Rs. 10*81 
crores, there was a gradual increase to Rs. 12*58 crores in 
1929-30, an increase of 16 per cent. In succeeding years, 
there was only a slight decrease by 1935-6, and the percentage 
stood at 112. 

The remaining items may be grouped under three heads : 
(1) contingent charges and clothing ; stationery, forms and 
tickets ; and stores ; (2) compensation for goods damaged 

or lost ; and (3) expenses of handling goods at out-agencies 
and miscellaneous. , A decrease, as may be seen from the 
figures given below, is recorded under the first two items. 
The record under compensation, a reduction to 5 per cent of 
the basic figure, must be deemed a remarkable achievement. 
That the improvement was neither spasmodic nor accidental 
is amply proved by the steadiness of the decline, particularly 
during years of increased traffic. 

TABLE 80. OTHER OPERATING EXPENDITURE* 

( Us. in lakhs) 





lU2fi-7 U>27-8 

1928 9 

1929-90 

1990-1 

1931-2 

1992-3 

1933 1 

1931-5 

1995 (i 

Contingent charges, Rs. 
clothing, stationery 

2 92 

2,78 

2,67 

3,07 

2,98 

3,01 

3,01 

2,43 

2,18 

2,10 

2,18 

2,11 

forms, tickets, stores. f 
Per cent of 1924-5 

100 

05 

91 

105 

102 

103 

103 

83 

75 

72 

75 

72 

Compensation Rs. 

58 

29 

15 

9 

11 

9 

8 

5 

4 

3 

3 

3 

Per cent of 1924-5 

100 

60 

26 

16 

19 

16 

14 

9 

7 

6 

6 

6 

Handling charge^ Rs. 

39 

2,38 

2,32 

1,60 

1,81 

1,72 

1,75 

1,62 

1,27 

1,44 

1,26 

1,18 


* Figures are taken from the Railway Budget papers for eaeli year, 
f As separate figures are not available for earlier years the items are taken together. 
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The expenditure on operation on the whole showed room 
for further economy. As the greater portion of the expen- 
diture was under staff, the measures of economy pursued 
under this head during recent years was counteracted by the 
applicatioii of the Hours of Work Regulations. That the 
scope for further reduction had not been entirely exhausted 
was clear from the expectations of the Wedgwood Committee as 
to further possible ‘economy at medium-sized and larger 
stations. If the cost of operation depends on the volume of 
traffic and represents the direc^t expense of handling it, the reduc- 
tion in that volume ought naturally to have led to a correspond- 
ing decrease in that expense. The foregoing survey indicates 
that the cost pf operation responded more readily to the increase 
in traffic, while the reduction ip expenditure was on the wliole 
less in proportion to the decrease in the trans])ortation effected. 

The perforrnaiiee of com])any-managed railways under 
operation has been similar to that indicated under the other 
minor heads. The group average indicates an inevease under 
Abstracts C and E, and a large reduction under B. State- 
managed lines, on the other hand, recorded during 1930-36 
a decrease under all these abstracts, the amount under Abstract 
B, being as much as 18*2 per cent. 

TABLE 81. EXPENDITURE ON OPERAITON ON STAI^E-MANAGED 
AND COMBANY-MANAGED RAILWAYS 
(1924-5^^100) ' 

State-managed railways Company-managed I’ailways 

1924-50 1930-6 lnc.T)r dec. 1924-30 1930-6 irue or dec. 

Abstract Average Average Average Average 

B 920 73-8 -18-2 92*6 82-4 -10-2 

C 93-4 90 0 - 3-4 95*2 99 4 4 2 

E 102-6 96-6 - 6 0 105-2 108-4 3 2 

TV. FUEL 

The cost of fuel is included separately under operation 
on account of its special characteristics. Expenditure on 
fuel is made up of the cost of coal, other fuel, freight and handling 
charges, and electric power. The total expenditure incurred 


Wedgwood Com^nittee Report, para G5, p. 35. 
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in 1924-5 was Rs. 10*58 croros and formed the largest single 
item of expense in operation. Of this the cost of coal and 
other fuel amounted to Rs. 6*43 crores, and the cost of freight 
and handling charges and electric power to Rs. 4*15 crores. 
It is only from 1928-9 onwards that detailed figures for other 
fuel and electric power are available. It will be seen from 
the statistics given under Table 82 that the cost of other fuel 
was less than half a crore till 1930-1 after which it decreased to 
Rs. 29 lakhs in the following year, and to Rs. 14 lakhs in 1935-6. 
The cost of electric power is also small in comparison, and 
amounted to less than half a crore. The cost of handling charges 
represents the largest single item under fuel. In 1927-8 it was 
Rs. 5*06 crores out of a total fuel cost of Rs. 8*88 croros. The 
same feature is to bo observed during succeeding years also. 

TABLE 82. EXPENDITURE ON FUEL* 

(State-ownkd Railways) 

{Es. in lakhs) 





i'.i2t r> 

T.)2.‘5-r) 

l9‘2C-7 

1027-8 

1028-0 i 

io2o-;{o 

io;{()-i 

10.'1l-2 

1902-.1 

1900 4 

1 90 1-5 

1005-0 

Coal 



Rs. 6,43 

K OIK 

4,2^ 

3,67 

C 3,06 

3 06 

3,05 

43 

2,75 

2,57 

2,36 

2,43 

2,49 

other fuel 




1 49 

46 

29 

23 

26 

20 

14 

Freight etc 


1 

Rs. 4,15 

5,02 

4,58 

5,06 

5,05 

4,98 

4,70 

3,90 

4,02 

3,96 

4,20 

3,97 

Electric power 

> 




15 

27 

43 

45 

45 

45 

47 

45 

45 

Total fuel 



Rs. 10,58 10,27 

8,79 

8,88 

8,87 

8,9.3* 

8,62 

7,39 

7,27 

7,04 

7,29 

7,05 

Percentage 

of 1924 

-5 100 

97 

83 

84 

84 

84 

81 

70 

69 

67 

69 

67 


* Figures taken from Railway Budget papers. 

We may now take the cost of coal and other fuel for com- 
parison. As may be seen from the percentages, there was a 
steady decline in the cost of fuel. From a percentage of 84 
in 1929-30, it dropped to 67 in 1935-6. • The decrease was 
largely due to the cost of coal and other fuel. From Rs. 6*43 
crores in 1924-5, the expenditure on account of those two 
items amounted to Rs. 3*52 croros in 1929-30 and to Rs. 2*63 
in 1935-6, a decrease to 55 and 41 per cent, respectively. This 
is mainly to be attributed to the great decline in the price 
of coal itself.^® The increased consumption due to additional 

Tlio cost of ‘Coal and other fuel’ as compared with the average price of coal 
during 1924-32 is as follows : 

(1024-25-= 100) 

1924-5 1925-6 1926-7 1927-8 1928-9 1029-30 1930-1 1931-2 

Cost of coal 100 82 65 57 55 55 54 47 

Average price of Rs. ,7-1 6-1 4-13 4-5 3-15 3-13 3-14 3-13 

coal (All-India) 

Per cent of 1924-5 100 86 68 61 56 54 55 54 
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train milage must obviously liave been met by economies 
carried out under the fuel economy campaign. 

Freight and handling charges in connexion with the supply 
of coal and other fuel constitute the heaviest expense. The 
cost amounted to Rs. 5*06 crores in 1927-8, against an ex- 
penditure of Rs. 3-67 crores on coal and other fuel, and Rs. 
15 lakhs on electric power. Taking the cost of freight and 
handling charges and electric power together, the expenditure 
in 1924-5 was Rs. 4T5 cTores. In 1929-30 it increased to 
Rs. 5’41 crores. By 1935-G the cont came down to Rs. 4*42 
crores, as compared with Rs. 2*63 c^rores towards the cost 5f fuel. 

The expenditure incurred on fuel by different railways 
reflected, as shown by the six-year averages, a general decrease 
throughout. On some railways where important sections were 
electrified, as on the B.R.&C.I. and G.I.P., there was a larger 
.reduction. But on the whole the cost of fuel revealed the 
effect of lower prices more faithfully than probably any other 
item of railway expenditure. Large economies were also 
effected in fuel consumption through improved methods. 
To those twin factors must be attributed the substantial reduc- 
tions in the cost of fuel during, the period. 

TABLE 83. SIX-YEAR AVERAGES OF EXPENDITURE ON FUEL* 

{Rs. in lak/is) 

Slate-managed Company -managed 

1924-30 1930-6 Inc. or 1924-30 ^ 1930-6 Inc. or 


Railways 

1924-5 Average 
Rh. 

Average 

o/ 

, /o 

dec. 

/o 

Railways 

1924-5 Average 
Rs. 

Average 

/o 

dec. 

% 

Burma 

45*77 92 

77 

-15 

A.B. 

14*22 

101 

96 

- 5 

E.B. 

52*45 83 

66 

-17 

B.N. 

62*30 

81 

72 

- 9 

E.I. 

125*79 87 

74 

-13 

B.B.&C.I. 

132*83 

87 

62 

-25 

G.I.P. 

209*46 91 

51 

-40 

M.&S.M. 

85*28 

89 

72 

-17 

N.W. 

228*65 91 

74 

-17 

S,I. 

65*95 

86 

79 

„ 7 


* Percentages calculated from figures taken from Railway Rudgot papers. 


CONCLUSION 

We have now traversed the entire field of ordinary working 
expenditure in detail. The main feature in the trends of 
expenditure is the immoderate increases which characterized 
many of the items. The real increase, when the tnonetary 

39 The .sulijoct of fuel consumption in relation to operating factors is discussed in 
some detail in Chaptef X infra. 
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expenditure is converted in terms of purchasing power, is 
even greater than the figures suggest on account of the decline 
in general prices since 1924. Before pronouncing an opinion 
as to the justification for the increase in working costs since 
that year, two facts must be borne in mind. -Firstly, Indian 
railways, as wo have seen already, extended their net and the 
entire system was larger in size by 1932 than it was in 1924. 
Obviously the cost of maintenance would be higher for a larger 
system. Secondly, railways constitute a commercial under-taking 
on which expenditure varies with the volume of transportation 
effected. The increase in the cost of working must, therefore, 
be appraised in the light of the business done by railways. 

As to the first, we have already seen, that many of the 
new lines constructed since 1924 proved financially unsuccessful. 
Their current maintenance and upkeep consequently became 
a drain on the parent lines. The effect of the enormous open 
line capital expenditure has been even more insidious. It 
was on a larger scale and less amenable to control. Part of 
the increase in current maintenance and operation may surely 
be attributed to the effect of these two factors. 

The amount of business done by railways during 1924-37 
has not been such as to justify the extent of increase that 
occurred in working costs. The abnormal inflation in the cost 
of general administration has already been commented upon 
in detail. One would usually look for a comparative decrease 
under this head with every increase in transportation. It 
is impossible to justify so considerable a rise either from the 
trends of gross earnings or of passenger and goods earnings. 
Nor does the volume of traffic handled offer an adequate ex- 
planation. Enough has been stated in the foregoing para- 
graphs to indicate the nature and extent of the increase under 
the individual items. 

In an essentially financial review* it is not possible to examine 
the wisdom of certain classes of expenditure. Money may 
be spent under certain heads which may not bring in a direct 
financial return, but may bo valuable in increasing the efficiency 
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of ojXR‘ation or in iinpiuving the relations with the public 
and in cultivating their goodwill. Large sinus of money were 
spent during the post -separation period in providing increased 
amenities to the travelling public. Such expenditure would 
certainly have the effect of safeguarding, indirectly, the financial 
interest of railways, and thus proving, at a time of severe 
competition with road transport, no less important than ex- 
penditure from whic^h a definite return is expected. There 
was during this period, as will be shown later, a general advance 
in the efficiency of operation. Ihit the rise in the c^ost of 
ojwation has been substantially higher than the ascertainable 
enhancement of operating efficdency. 

In the course of our survey attention was drawn to the 
differences in the performance of state-managed and company- 
managed railways. The student of railway economics inclined 
to the view that, whatever the merits of state operation, 
private management always scores in point of effiMent and 
economical management, will experience a shock on seeing 
the record of some of the company-managed lines. It is likely 
to be lessened when he considers that even so distinguished 
an advocate of company management as the late Sir William 
Ac worth could, in the report of his committee, find little to 
differentiate between state-managed and company-managed 
railways in India. In fact, one has to turn to the B.B.&C.I., 
whose incentive was stimulated by the prospect of earning 
much more than the interest guaranteed by the State, or the 
B.&N.W. — a purely private company— to see what private opera- 
tion under better circumstances could achieve in this country. 

The trends of railway expenditure suggested greater effective- 
ness of financial control on state-managed lines. This lends 
support to the view that the company-managed railways did 
not fall so readily into line with the policy of reducing ex- 
penditure as state-managed lines. While there could have 
been no opposition to the policy on the part of the comjiany- 
managed railways, railway managements standing on their 
contracts and responsible to theii* boards in London respond 
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dift’erently from a State department which has to cany out 
without question the decisions of the Finance Member. Hence 
must have occurred the tardiness exhibited by the trend lines 
of expenditure on the company- managed railways during 
the depression period. This position was far from satisfactory 
as the company-managed lines had taken advantage of the 
approval of the kState to embark on increased expenditures 
while they were less inclined to decrease them at a time of 
financial stringency. 

The present study of railway expenditure enqdiasises another 
aspect of railway operation. It was ex])ectcd that the separa- 
tion of the railway budget and the principle of treating rail- 
ways as a commercial undertaking would provide adequate 
incentives for efficient and economical working. The record 
since 1924 appears to be that railways have been o])erated 
in a manner more akin to a public works department than 
a commercial concern. Thus during tlie pre- depression period 
the breezy optimism which characterized the policy of capital 
expenditure must have infected the attitude towards revenue 
expenditure poliedes as well. Railway managements which 
undertook the construction of stations, workshoi)s and mar- 
shalling yards to be, in the words of the Wedgwood Committee, 
‘the last word in railway technique rather than on a careful 
calculation of ]wobable requirements’ and the introduction 
of a signalling system ‘more expensive than the circaimstances 
have justified’ did not exhibit the business sense that was 
expected of authorities operating a commercial undertaking. 
The cost of maintenance of structural works was found to 
be in excess of the increase in the length of tiack. The same 
story is also told by the other abstracds of railway expenditure. 
In the case of locomotives, carriages and wagons (Abstracts 
B and C), the Wedgwood CVimmittee found in 1937—more than 
six years after the economy campaign had been started — 
‘room for substantial economy’. The stock of locomotives, 
they stated, was excessive. The disparity in the demand for, 
and the supply of, passenger accommodation has already been 
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discussed earlier.^® The stock of wagons was also ex- 
cossive.^i The mischief does not stop with the initial ex- 
penditure in acquiring them. Their worst feature is the ex- 
cessive cost of maintenance and opeiTition with which railways 
have been burdened. 

The knowji^dge that tlie State was behind them must have 
weakened the profit-earning motive of state-managed railways. 
The financial administration of railways during the depression 
period betrayed a reluctance to face facts and a total unprepared- 
ness to effect a thorough-going overhaul of railway expenditure. 
Railway managements preferred rather to postpone dealing with 
the urgent problems than to tackle them effectively. Their 
record on the whole was not unlike other Government depart- 
ments, and entirely different from that of a business concern 
which finds itself in a similar plight. 

The filet that even the company-managed linos which were 
more commercial in their outlook in the past have not acted 
differently from the state-managed railways probably suggests 
that the policy of state operation so unequivocally accepted 
held out no future to them. They looked forward to being 
taken over by the State on the expiry of their contracts. The 
separation of railway finance and the reorganized Railway 
Board made no change in their position under the contracts. 
So long as they enjoyed the guaranteed interest on their 
private investment they had little to worry about, unless the 
prospect of getting surffius profits— that is, in excess of the 
guaranteed interest— persuaded the companies to exert a 
pressure on growing expenditure. 

The association of the State in an enterprise of this kind 
always creates complications, and the special conditions pre- 
vailing in this country need to be discussed separately. It 
seems fair to conclude that, judged strictly from the point 
of view of business principles of operation, a change in financial 
policy and direction seems to be indicated. 


Chaptor IV, p. 171 et scq. 

W ('flgicood Comwittf’c l^rport, para 4G, p. 28. 
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On final analysis, cost is a product of labour and material 
charges. Of these two, the former has gone up during recent 
years, offsetting not only the decrease in the latter, owing 
to lower prices, but representing a substantial net increase. 
The cost of railway personnel, therefore, calls for examination. 
The period under review was one of general improvement of 
standards of pay and working conditions. The policy of the 
State to bring railways into line with the principles accepted 
by Government as a party to international agreements^ on 
labour standards and in response to domestic pressure, imposed 
on railway administPiations obligations over which they had 
no control. In view of the importance of the subject, the 
developments since 1924 are treated separately in a later chapter. 


40 —15 MB 
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Adequate provision for depreciation is vital to the financial 
integrity of a commercial undertaking. The cost of current 
repairs to, and maintenance of, assets in proper condition is 
usually met from revenue, but renewals and replacements of 
whole assets which go out of use render a separate provision 
necessary. The preservation of capital intact and without 
impairment on account of wear and tear or other causes also 
makes it imperative that an adecpiate reserve is built up. 
The precise relation between current maintenance and ren,ewals 
has always been a point for nice distinction, but there has 
been even greater controversy oil the practical aspects of cal- 
culating the provision for depreciation. 

Indian railways under the influence of the British practice, 
had taken into- account the factor of depreciation, and prior 
to 1875 renewal funds existed on several of the old guaranteed 
companies.^ In that year, however, the Secretary of State 
on the repi'esentation of the Government of India, decided 
that the continued maintenance of such funds was undesirable, 
because, having regard to the terms of the contracts with 

^ l)e predation Fund Committee Report, 1922-3, p. 1, 
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those companies, their existence led to results unfavourable 
to the State. With the gradual acquisition of most of the 
railways by the S^te and the substantial vaiiations in the 
contracts with the companies working them, the position 
gradually became modified. The absence of the provision 
for depreciation was keenly felt during and after the last war 
on account of the unavoidable postponement of renewals and 
replacements of permanent way and rolling-stock. The policy 
adumbrated in 1875 had continued all through, and only in 
the case of the B.&N.W. and K.&K., which were private 
companies, was a departure permitted during the war to 
establish renewal reserve funds by debiting the revenue account 
for the period with the proper liability in respect of renewals. 

How serious the rehabilitation problem appeared in 1920 
and how strongly the Ac worth Railway Committee animad- 
verted on the policy of Government regarding the provision 
for renewals have already been referred to in the opening 
chapter. The committee deplored the failure to establish 
a reserve fund which could have been drawn upon when mate- 
rials were available. Recommending the adoption of com- 
mercial principles of accounting, the committee stated that 
‘by the time the useful life of an asset . . . has expired, its full 
original cost should have been written off out of revenue.'^ 

The Hailey Committee also discussed this question in their 
report and observed : 

‘We consider that the present method of providing for depreciation not 
by a proper depreciation fund, but by allotting each year a grant from 
revenue for expenditure on renewals and replacements is open to many 
objections. We, therefore, recommend that early steps should be taken 
to calculate the rates of dej)reciation which should be allowed for the various 
classes of railway ^dant and material in order that the recurrence of the 
d(^t(Hnoration Avhich has taken place in reetuit years may be avoided and 
depreciation for renewals and repairs (sig) providiMl for automatically. '^ 

The Inchcape Committee, endorsing in their report the same 
proposal, said that it should be laid down tliat each railway 

^ Acworth Cownulhu’ HepbrI, ])uni, (57, f). .‘{0. 

^ Hailey Gommittee Rejjort, para 1-t. 
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should make adequate provision every year for the maintenance 
and renewal of its permanent way and rolling-stock and that 
the funds so earmarked should be debited to working expenses 
and carried to a suspense account, which could be drawn upon 
when necessary to meet current requirements and expenditure, 
the balance being carried forward from year to year.^ 

DEPRECIATION FUND COMMITTEE 

In 1922 the Railway Board had already constituted a Depre- 
ciation Fund Committee to examine the iiroblem of depreciation 
accounting^ for Indian railways. The committee, after making 
a detailed investigation into all aspects of the question, esti- 
mated the provision for annual depreciation in respect of 
wasting capital assets on 31 March 1922, at Rs. 12*26 crores, 
and the arrear dejircciation at Rs. 19*95 crores. They re- 
commended that the annual normal depreciation of the wasting 
capital assets should be calculated on the basis of the esti- 
mated economic or functional life of each class of asset and 
replacement prices, on the assumption that an equal part of 
the life of the assets expired each year. In the case of new 
lines a progressive rate of depreciation charges was laid down. 
For the existing lines the committee proposed the institution of a 
fund on each railway to be drawn upon by the administration as 
if the amount had been separately invested by it. As regards 
arrear renewals and replacements, the money was to be provided 
from borrowings, repayable from revenue on an annuity basis. 

These recommendations wore not accepted in full by the 
Government of India and their final decision, in consultation 
with the Secretary of State, differed in certain material respects. 
The alterations proposed in the rules of allocation of expen- 
diture between capital and revenue could only be introduced 
on the state-managed i ail ways. Difficulties were experienced 
in applying the Depreciation Fund Committee’s proposals 
to the company-managed railways. A re-allocatibn of capital 

^ Inchoapo Commillce Jieport, para 7, j). 93. 

^ A brief summary of tlie forms of roferouco and tlio x>rmt*jpal rocoimuondations of 
the comimUee is given m the appendix. 
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and revenue on the company-managed lines would, unless 
the terms of the contracts were moditied by negotiation with 
the cornpanies, have attected the hnancial interests of the 
8tate. it was, therefore, decided that the position of the 
company-managed railways should not be affected but provision 
was made to include them also in the Government accounts.^ 
On 1 April 1924, the former system of expenditure on renewals 
and replacements directly Irom revenue voted from year to 
year was at)andoned and the depreciation fund was estabhshed 
for all the tttate-owned railways as part of the new regime 
under the Reparation Convention. 

PRINCIPLES OE THE DEPRECIATION FUND 

According to the rules governing the depreciation fund, 
the assets ot the railways were broaaiy divided into two parts, 
wasting assets and non- wasting assets. Into the latter category, 
for example, was placed land, wnich did not waste. Ruch 
assets ot railway property as tne permanent way, bridges, 
rolling-stock, buiiaings, etc., did wear out and provision was 
to be made lor only tnese classes of assets. Both the character 
of the assets and their estimated hves were worked out in 
detail and incorporated in the rules.'^ 

The prineiples of depreciation accounting wore stated as 
follows : 

(1) The depreciation fund was intended to x)rovide for the original 
cost of each particular unit of wasting asset, by the time its useful life had 
expired, and the contribution was the total cost divided by the prescribed 
life. Consequently, the provision continued during the whole period of 
its prescribed life and ceased at the end thereof, irrespective of when it 
was replaced. 

® Tho main reason for the- differential treatment in the case of the company -managed 
railways is that tho contracts with them make tho excess cost of replacement of like by 
like a debit against revenue and not capital. Jf tlio treatment of appropriations from 
the fund in tiie case of tho company-managed railways were assimilated to that for tho 
state-managed railways, two sets of capital accounts would have to be kept, a procedure 
which might load to confusion. In working out tho Government share of surplus profits 
of, and Government eontributions, guarantees etc., to, the company -managed railways 
and branch lines, tho depreciation fund transactions with respect to them are ignored 
and calculations made as before tho institution of tho fund. — bee Railway Audit Report 
1U29-30, p. 79, 

’ Railway Account Code Vol. i, 1932, pp. I-o, 193. 
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(2) On replacement, expenditure to the extent of the original cost 
of the article was found from the depreciation fund and the difference 
between the original cost and the replacement cost Wcis debited or credited 
to capital according as the cost of replacement was more or less than tlic 
original cost. 

(3) The depreciation fund dealt only witli whole units and the annual 
contributions from revenue were based only on those. Similarly, it was 
only when whole units were replaced that the cost was charged to revenue 
along with ordinary repairs. 

(4) As the depreciation fund did not provide for non-wasting assets, 
such as land and works, technically described as formation (earthwork, 
tunnels, walling and side-drains), it was considered preferable in the event 
of large expenditure in connexion with individual cases, to make special 
arrangements for the expenditure, such as borrowing from the depreciation 
fund or from capital and recouping the expenditure by equated payments 
from revenue spread over a series of years. No provision was made for 
fencing and ballast as the expenditure on their replacement did not vary 
from year to year and for other assets on the ground that they had so long 
a life that it was not necessary to provide in the fund for their replacement.® 

The classes of assets affected and their estimated life were 
as shown in the accompanying table. 

TABLE 84. DEPRECIABLE ASSETS AND THEIR ESTIMATED LIEE* 


Normal life 



Class of asset 

years 

Unit 

(1) 

Bridge work — steel- works 

00 

(a) An entire span of girders. 

(b) Steelwork on an individual 




bridge originally costing 
more than Rs. 10,000. 

(2) 

Bridgework — ‘masonry 

125 

An entire abutment, pier or arch. 

(a) 

Permanent way — trails and 

60 

Rails and fastenings. 


fastenings 

Points and crossings 

» 40 

Points and crossings. 

(4) 

Permanent way — sleepers, 

15 

o 

o 

§ 


wood 



(5) 

Permanent way — sleep^ers, 

40 

Sleepers, cast iron and ferro- 


cast iron and ferro- concrete 


concrete. 

«) 

Permanent way — slocptu’s, 

30 

Sleepers, steel trough. 


steel trough 


* llmiivdif Account Codcy l9iJ2, Voi. I, pp. 4*5. 
^ FinanctuL ConintiniuoncFs Review l!)34-5, pp. 43-4. 
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Normal life 


Class of asset 

years 

Unit 

( 7 ) 

Buildings — masonry 

200 

({¥) An entire building. 

(b) A part of a building when the 
part originally cost more than 
Rs. 25,000. 

(8) 

Buildings — all others 

50 

(a) All entire building. 

(b) A part of a building, when the 

part originally cost more than 
Rs. 25,000. 

( 9 ) 

Station machinery 

40 

An entire unit of station 

machinery. 

(10) 

Plant 

20 

An entire unit of plant or an 
entire machine.* 

(11) 

Ferries 

40 

An entirci vessel, engine or boiler. 

(12) 

Holling-sto(;k — locomotives, 
engines and tenders 

35 

(a) An entire engine. f 

(b) An entire tender. 

(13) 

Rolling-stock — locomotives, 
boilers 

25 

An entire boiler. 

(14) 

Rolling-stock — carriage and 
wagon — coach ing vehicles 

30 

An entire vehicle. 

(15) 

Rolling-stock — carriage and 
wagon — goods vehicles 

40 

An entire vehicle. 

(16) 

Motor vehicles — rail 

20 

An entire vehicle. 

(17) 

Motor vehicles — road 

10 

An entire vehicle. 

(18) 

Electric instruments and tele 
phones 

- 13 

All articles. 

(19) 

Electric power stations and 
sub-stations — buildings 

30 

(a) An entire building. 

(b) A part of a building, when th(‘ 

part originally cost more than 
Rs. 25,000. 

(20) 

Electric power stations— 
plant 

20 

An entire unit of plant or an 
(‘iitire machine. 

(21) 

Electric locomotives 

35 

An entire locomotive^. 

(22) 

Electric overhead equipment 
of track 

50 

All articles 

(23) 

Internal electric wiring of 
buildings 

10 

25 per cent or over of the 
complete installation in any 


one building. 


* Loose hand tools do not constitute a unit. 

f The depreciation fund bears the cost of building an engine if undertaken as one 
operation. 
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Normal life 

Class of asset years Unit 

(24) Electric motors 10 An entire motor. 

(25) Electric fans (ceiling, desk 25 A complete appliance. 

and bracket) 

(26) Domestic and office electric 5 A complete appliance. 

appliances other than those 
mentioned in 25 above, e.g. 
electric radiator 

The depreciation fund was maintained and operated on 
these principles, without changes in essentials, from 1 April 
1924 to 31 March 1935. It should be observed that the system 
as finally adopted made no provision for the arrears of de- 
preciation. The question was considered at the time of its 
inception, but the problem of ascertaining what would have 
been the balance in the depreciation fund if the fund had been 
started from the opening of each line was too laborious a task 
to be attempted, and even if that had been done, it was doubtful 
if any result approaching accuracy would have been reached. 
If there was no attempt to work the theoretical arrear depre- 
ciation, some estimates of the arrears and renewals were avail- 
able. The Depreciation Fund Committee’s figure of Rs. 20 
crores, on 31 March 1922, took into account the immediate 
requirements of the principal railways for future programs 
owing to obsolescence, restrictions on renewals during the war 
period, etc. The Inchcapo CV^mmit tee having made an estimate 
of the amount by which expenditure on renewals during the 
war period fell short of what would normally have been spent, 
adopted a figure of Rs. 18*5 crores as the amount of arrears 
which railways should pay into a reserve in about five years. 
After a careful consideration, the CTOvernment of India decided 
not to impose on railways the responsibility to provide within 
a fixed peiiod for the arrears, in view of the fact that the reserve 
to be built up under the convention has, as its first charge, 
the liability of making good arrears of depreciation. 

The effects of the new depreciation accounting system 
arc best discussed in the light of the character of the changes 
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they represented on the older system. The institution of the 
depreciation fund meant not only the emergence of a now 
factor in working expenditure-; under the rules adopted, it 
also affected the capital account of the railways. On the 
expiry of its life, an asset may, on account of improvements 
in technique and the progress of invention, be replaced by a 
more efficient and expensive unit. In such a case the cost 
of the original unit will be charged to the depreciation fund 
and the additional cost attributable to the greater efficiency 
of the new asset to capital. But in replacing an asset by a 
like asset, the prevailing costs have an important bearing. If 
the price level remains unchanged, the procedure is simple ; 
the cost of replacement will be met from the fund. 
But prices of materials and labour do change, and in 
the event of a variation, the problem arises as to what will 
be the charge to working expenses, revenue, through the de- 
preciation fund. The question becomes specially important 
during a period of higher prices, when the replacement of an 
asset by a like asset involves a larger outlay. The practice 
followed prior to the institution of the depreciation fund was 
based on the principle of charging to revenue the entire cost 
of replacing an asset by a like asse^. It was promulgated in 
the Secretary of State’s Despatch, No. 17, so long ago as 
9 March 1864 in the following terms : 

'{a) There can be no doubt that the expenses of an additional length 
of railway, of the doubling of an existing line, of the original construction 
of any work including that of those intended to bo only temporary, as well as 
of all additions to existing works, ought to be charged to the capital account. 

‘(6) When new lines form a junction with an existing railway, the 
expense of the junction and all its concomitant appliances of stations, 
sidings, signals, etc., is properly chargeable to capital account, and the 
cost should be divided in such proportion as may be fair between the two 
railways for whose mutual and joint benefit the junction is made. 

‘(c) The cost of additional stations and of any important building 
not previously contemplated, which is added to an existing station should 
be charged to capital account. 

‘(d^) The cost of maintaining in a proper condition the works when 
completed must be charged to the revenue account, but if any extraordinary 
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casualty should occur, such as the destruction of a bridge by Hood, the 
case must be regarded as exceptional, and the cost of construction or re- 
placement must be charged to capital or revenue, or divided between them, 
as may b(i deemed proper, according to the circumstances of the case. 

'(e) In relaying rails, if the original rails have proved too light and 
additional strength in weight of iron or steel be required, the capital 
account should bear the difference betweeii the cost of the now and improved 
rails and that of replacing the old rails by rails of similar character, revenue 
being chargeable for relaying and all other expenses. The same principle 
should be applied to replacing by iron sleepers those of wood originally 
laid down. 

'(/) In the locomotive stock, capital ought to boar the first expense 
of any addition which may be made to the existing stock and of any im- 
portant improvement or alteration which may be made in the same, as 
well as of machinery which is absolutely now, and not merely in replace- 
ment of old : but all repairs and less important alterations of the existing 
stock of engines, carriages or wagons already paid for and handed over 
for working purposes should be charged to revenue. The rolling-stock 
and plant, after being once paid for from capital, must bo kept by revenue 
to its full complement. 

'(^) In no case should the cost of mere appurtenances of stock, after 
the opening of a line, or of a charge such as the substitution of one mode 
of lighting for atiother, whether in engines, carriages, stations, signal 
, lamps, the cost of which has already been paid for out of capital, be admitted 
as capital expenditure. These properly belong to the traffic revenue 
account.’® 

Those principles as applied in practice implied that, broadly 
speaking, revenne should pay for the cost of replacing and 
renewing property to the same standard of efficiency as before. 
Only genuine improvements should be charged to capital. 

PROCEDURE ox COMPANY- MANAGED RAILWAYS 

The procedure on the company-managed railways till their 
acquisition was regulated on these lines. According to the rules 
governing the accounts of the company-managed railways, 

I. O^'pital bears 

(i) the cost of the first construction and equipment of the line ; 
{ii) the cost of maintaining a section of the lino not opened for 
traffic; . 

® Quoted in An Introduction to Indian Goirrnment Acconnts and Audit, 1930, pp. 267-8. 
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{ill) the cost of new works, of additions to rolling-stock, plant and 
machinery, when estimated to cost more than the now 
minor works limit ; 

(iv) such portion of the cost of the renewal, replacement or sub- 
stitution of an existing work as may be attributable to a 
permanent addition or substantial improvement in its charac- 
ter and object, provided there shall be no charge to capital, 
unless the cost of renewal, replacement or substitution be 
in excess of the original cost of the work by more than the 
new minor works limit ; 

(v) charges for land taken up permanently, whether required for 
capital or revenue works. 

II. Revenue bears 

(i) all charges for maintaining and working the line open for traffic ; 

(ti) the, cost of purely temporary or experimental work of the 
open line ; 

{Hi) the cost of minor additions or improvepieni involving an 
expenditure within the new minor works limit ; 

{iv) the cost of renewal, replacement or substitution of an asset, 
which does not involve a permanent addition or substantial 
improvement in the character and object of the original 
asset ; 

{v) such portion of the cost of replacing a work by another involving 
a permanent or substantial improvement as may not be 
chargeable to capital according to I {iv) above ; 

{vi) dismantling charges, and all charges on account of freight on 
material from depot to site and loading and unloading charges 
except in connexion with works chargeable wholly to capital.^^ 

That R really conservative attitude had been adopted is 
clear from these rules. Thus, if light rails and points and 
crossings are replaced by heavier rails, points and crossings, 
capital will be charged with a portion of the cost of the new 
materials proportionate to the excess weight by which the 
new rails, etc., exceed the old rails, etc. If old girders are 
replaced by new and heavier ones capital should be charged 
only with that portion of the cost of the new material which 
is proportionate to tlie excess weight of the new over the old 
girders. SimilaT'ly as regards locomotives, tenders, goods stock 

Railway Accountfi Code, Vol. I, lD32, pp* 38-li. 
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and coaching stock, certain formulae were elaborated to ascer- 
tain the extent of the improvement.^^ 

The increased cost of replacing an asset by a like asset 
during a period of higher prices would under these rules be 
charged to revenue or working expenditure. In this respect 
the depreciation fund rules marked an important departure. 
As the cost of replacing an article could never be known at 
the time it was purchased, it was considered impracticable 
to adopt the i>rinciple of replacement value. It was, there- 
fore, decided to accei^t the recommendation of the Acworth 
Committee, and what is taken as the ordinary commercial 
practice, of basing the contribution on the original cost of 
the asset. That this results at a time of higher prices in an 
increased debit to capital was recoguizod. As the Railway 
Board themselves stated/ : 

‘It has been estimated tliat the application of these pi'inciples in the year 
1921-2 would have resulted in the transfer of approximately Rs. 3 erores 
from revenue to capital charges on all budget (State-owned) railways, but 
... we propose to confine these proposals to State railways on which the 


Thus in regard to replaceiiiciit by locomotives ot increased tractive power, the 
formula was : 

Tractive power — D = Diameter of cylinder in inches. 

P=:Moan pressure of steam in cylinders in lbs. per sq. inch taken 
at 85 per cent of the maximum boiler pressure for superheat- 
ed engines and 75 per cent of the maximum boiler pressure for 
saturated engines. 

L~ Length of stroke in inches. 

W = Diameter of driving wheel in inches. 

T = Tractive force on rails in lbs. 

“ W 

If Ti = Tractive force of the old locomotive and T 2 = Tractive force of the new loco- 
motive, the proportion chargeable to capital will bo 

'p ip 

1 — X cost of now locomotive. 

In regard to go(Ms stock, if Cj is the carrying capacity of the old stock and C 2 the 
carrying capacity of the now, the proportion chargeable to capital will bo 

pj pi 

^ — ^1 X cost of new stock. 

As regards coaching stock, the floor area is taken as the principal factor. 

If A = Cost of new stock (exclusive of improved appliances, viz,, gas and electric 
lighting, vacuum brakes, and intercommunication apparatus), 

11 — Cost of improved appliances as above, loss cost of appliances put out of use, 
X=: Floor area of condonmod stock, 

Y = Floor area of new stock, 

Y-X 

the proportion chargeablo to capital is A x 1 - 

Y 
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additional debit to capital would have been less than Ks. 1 crort\ x^gainst; 
this, however, there will be a reduction in the charges which under the 
present rules go against capital. . . . The cost of replacement of other than 
complete units would go entirely against revenue and would not be distribut- 
ed between revenue and capital. Further, any increase in capital charges 
will be counterbalanced in time by the provision for writing down of capital 
when articles are replaced at a lesser cost than the original and when works 
are entirely abandoned.’^- 

TABLE 85. APPROPRTATIONS TO ANT) FROM THE DEPREOIAI ION 

FUND* 

(kSxATE-OWNED RAILWAYS) 


{hi crores of rupees) 



Appropria- 
tion to the 

With- 

Net 

accretion 

Nominal 

closing 

Temporary 

Actual 

closing 

Year 

fund 

drawals 


balance 

loans 

balance 

1924-5 

10-35 

7-29 

3-06 

3-06 


3-06 

1925-0 

10-07 

7-99 

2-68 

5-74 


5-74 

1920-7 

10-89 

8-05 

2-84 

8-58 


8-58 

1927-8 

11-38 

10-95 

0-43 

9-01 


9-01 

1928-9 

12-00 

9-60 

2-40 

11-41 


11-41 

1929-30 

12-59 

11-76 

0-83 

12-24- 


12-24 

1930-1 

J3-07 

11-39 

’ 1-68 

13-92 


13-92 

1931-2 

- 13-46'“ 

~ - 8-26 -■ 

- 5-20 

-19-12 

' 4-25 

14-87 

1932-3 

13-77 

0-35 

7-42 

26-54 

10-23 

12-06 

1933-4 

13-56 

8-07 

5-49 

32-03 - 

7-96 

9-59 

1934-5 

13-72 

8-66 

5-06 

37-09 

5-06 

9-59 

1935-Gt 

13-20 

9-16 

4-10 

41-19 

4-00 

9-69 

1936-7 

13-17 

7-88 

5-29 

46-48 

-1-21 

16-19 

1937-8{ 

12-59 

7-69§ 

4-90 

49-9011 


19-0111 

1938-9 

12-56 

7-08 

5-48 

55-38 


25-09 

1939-40 

12-59 

6-53 

6-06 

61-44 


31-15 

1940-1 

12-04 

7-19 

5-45 

66-89 

• * 

36-60 

1941-2 

12-68 

‘ 5-35 

7-33 

74-22 

-7-91 

51-84 

1942-3 

. 12-80 

4-95 

7-85 

82-07 

-22-38 

82-07 


* Eigiiros taken from Explanatory Memorandum to Railway Budyct. 
f Under now rnles. 

j Tho figures of tho Burma Railways oxeluded from tliis year. 

^ Including Rs. 37 lakhs written off capital on account of abandoned assets. 
1 1 Excludes Rs. 148 lakhs balance for tho Burma railways. 


The annual appropriations to and from tho depreciation fund 
on State- owned railways during tho period 1924-43 are given in 
T'able 85. During the first seven years, the withdrawals amount- 
ed to a large proportion of the appropriations to tho fund, and 
tho net accd’otions during each year amounted to about Rs. 3 


^2 Financial Conrniis.sioncr’s Review 1931 -.5, p. 40. 
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crores and less. From 1931-2 onwards, the appropriations from 
the fund towards renewals and replacements were kept down 
to such an extent that the net accretion increased to Rs. 5 
crores and more. The effect of underspending is shown by 
the fact that the nominal closing balance of 1930-1 almost 
doubled in two years and approached treble the figure of 1929-30 
in four years. The actual balances were, however, much less, 
since, with effect from 1931-2, after the depletion of the reserve 
fund, large amounts were withdrawn from the depreciation 
fund to finance the deficits. 

MINUS BALANCES 

Within a few years of the inception of the depreciation 
fund arose a situation which called attention to the limita- 
tions of the system. In making withdrawals from the fund 
for the renewal of assets, no allowance, as already stated, 
was made for the life already expired before the fund was 
created. As a result of this the arrears of depreciation had to be 
covered by the ordinary contributions. The appropriations to 
and from the fund during 1924-30, shown in Table 86, revealed 
that the fund was overdrawn on two railways, the M.&S.M. and 
S.T. Apart from this, the fund was overdrawn under certain 

" TABLE 86. DEPRECIATION FUND TRANSACTIONS 
APPROPRIATIONS TO AND FROM THE FUND DURING 1924-30* 

(State-owned Railways) 

{hi lakhs of rupees) 


Railways 

To 

From 

Balance 

Burma 

2,67*92 

2,26*95 

40*97 

E.B. 

4,74*56 

3,03*61 

1,70*95 

E.I. 

12,36*34 

9,72*40 

2,63*94 

G.I.P. 

9,40*20 

8,86*80 

53*40 

N.W. 

13,78*37 

9,90*60 

3,87*77 

B.N. 

6,85*14 

5,38*84 

1,46*30 

B.B.&C.L 

7,19*45 

5,66*43 

1,55*02 

M.&S.M. 

*4,85 53 

4,97*29 

- 11*76 

S.T. 

3.21*91 

3,33*46 

- 11*55 


Railway Audit Report 1929-30, p. 80. 
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assets also. As the appropriations to the fund were made 
on the basis of the different classes of wasting assets, the with- 
drawals from the fund to meet the cost of the renewals of 
certain assets whose life had been exhausted were greater 
than the appropriations to the fund itself on their account. 
Although a net debit balance was shown, as may bo seen from 
the figures summarized above, against only two railways, 
other railways wore also affected under particular assets. The 
most important of STich cases was presented by the permanent 
way. The details presented in Table 87 show the appro- 
priations to and from the fund under this asset. Throughout 
the period — 1924-35 — the provision under this head was over- 
drawn. Not only was this the position in the aggregate, minus 
balances occurred on most of the railways. 

TABLE 87. DEPRECIATION FUND TRANSACTIONS UNDER 
PERMANENT^ WAY* 


{In lakhs of rupees) 


Year 

Appropriations 
to the fund • 

Appropriations 
from the fund 

Total balan(.‘c 

1924-5 

1,87-60 

3,04-82 

-1,17-22 

1925-() 

3,23 12 

4,09-29 

-2,03-39 

19264 

3,38-40 

4,23-91 

-2,88-9.0 

1927-8 

3,51-73 

6,47-45 

-5,84-62 

1928-9 

3,78-12 

4,66-51 

-6,7301 

1929-30 

3,98-87 

4,82-65 

-7,56.79 

1930-1 

4,31-84 

4,41 33 

-7,66-28 

1931-2 

4,48-77 

4,48-08 

-8,23-28 

1932-3 

4,59-29 

4,66- 16 

-8,30-15 (8,64-03) 

1933-4 

4,76*80 

3,04-75 

-6,91-98 

1934-5 

4,89-46 

3,74-45 

-5,76-97 


*Theso figures, from 1924-.31, are taken from tlio Railway Audit 15)30- 1, p. 9S. 

Tlio figures for the subsef{uont years are taken from the A impropriation Accounts for each 
year. There is a difference in the (‘losing balance stated in the Railway Audit Report and the 
opening balance in the Appropriation Accounts for 1931-2 which is Rs. 8,23’97 lakhs. 
The figures for 1933-4 and subsequent years include the Strategic railways also. 
The closing balance including the figure for the Strategic railways for 1932-3 is given 
within brackets. 


One reason for this was supposed to have been the existence 
of considerable arrears of depreciation which might have had 
greater effect in the case of this asset than in the case of others. 
This cannot, however, be an adequate explanation as the 
appropriations to the fund were steadily increasing whereas 
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the mhim balances were increasing at a much higher rate. 
The principal factor will be found in the capital program 
since the Seiiaration Convention, which provided for a large 
number of schemes and main line renewals. In the course 
of tlie renewals program, heavier rails were substituted 
for lighter ones, which woro emidoyod* in branch lino con- 
struction or renewals. It would, therefore, appear that the 
rates of depreciation for assets under this head were inadequate. 


TABLE 88. DEPR ECIATION FUND BALANCES AGAINST CERTAIN 

ASSETS 1924-31 
(State-owned Railways) 

(In lakhs of nqjees) 


Class of Asset 


Appropriation 
to the fund 


Appro priation 
from the fund 


Permanent way 24,09*68 31,75*96 

Station machinery 3,13*56 1,23*37 

Plant ‘ 5,14*04 1,03*33 

Carriage and wagon 19,26*32 10,18*36 


Total balance 
-7,66*28 
1,90*19 
4,10*71 
9,07*96 


Complied from figures taken from Report 1930d, pp. 9S-101. 


The argument for premature renewals also emphasises the 
fact that the existing procedure omitted to take into account 
the element of obsolescence, the need for heavier track, engines 
and the like.^^ The position as regards the other assets is, 
however, different. Station machinery and plant, for example, 
indicated that the appropi’iations from the fund from year 
to year formed a low and exiguous proportion of the contri- 
bution to it and the final balances were in one case eight times, 


Tlie Director of Railway Audit remarked : ‘How far these causes would serve 
to explain the nutm.i balam es under “permanent way” would have to be a mktter of 
very detailed and expert enquiry. In one way, the methods of allocation tend to present 
the facts in the most unfavourable light. The iireniature replacements carried out during 
the past years have resulted in the release of a largo amount of material of considerable 
value wJkich has . . . been utilized in branch line construction. Under the rules of allocation, 
the credit for this material goes to revenue and not to depreciation fund, revenue 
making up the full original cost of the asset in the depreciation fund over the terra of 
life of the asset. Wore the credits for the materials released by permanent way renewals 
within the past few years adjusted against the minuis balance in the depreciation fund, 
this would doubtless be very much reduced, and it is doubtful whether in the circum- 
stances existing since the separation of railway finance from general revenues, the 
rule at present followed has been sound financial policy, resulting as it does in largo credits 
to revenue and a diminished depreciation fund balance .’ — Railway Audit Report 
1930-1, p. 96. 

Railway Audit Report 1932-3, para 104, p. 34. 
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and in another more than twenty l.imoB tlie highest expenditure 
of any one year from the fund. The credit balances under 
carriages and wagons more than made up for the minus balance.s 
recorded under permanent wa}^ and this might suggest either 
a low estimate of life or underspending. The matter was 
consequently a subje(*t for expert enquiry since the same 
results may be produced by the expiry of life of the assets 
according to the rules, though tlie assets might be fit for service 
for some time longer. 

DTrTaNS(w’s Enquiry 

Within two years of the introduction of depreciation account- 
ing, the entire system was examined in all its bearings by Sir 
Arthur Lowes Dickinson, who was appointed to enquire into 
the system of accounting, audit and statistics on Indian rail- 
ways. There wore some at the time who maintained the 
view that inasmuch as the whole of the railway revenues, 
either directly or indirectl}^ accrue to the benefit of Govern- 
ment or of the travelling public by way of improved services 
or lower rates, and all additional capital is provided by Govern- 
ment, it is immaterial whi(*h method of de))reciation accounting 


‘Rut ftuything in tho nature of tiogjuatie assoj’l ion,’ statoci the Diroeter of Railway 
Audit, ‘is probably more dangerous bore than anywhere else. Tlio lil'o of a coach or wagon 
is not necossarily expired when the full original cost has boon contributed by revenue 
to tho depreciation fund. Tho (;oach or the wagon inay even after that date bo fit for 
service on tho lino, and it would not })o economical hnancial policy to scrap a serviceable 
vehicle, merely becauso it has lived its life according to depreciation fund rules. If the 
vehicle is replaced before it is scrapped or hrok(ui up, tho roplacomont is from tho prac- 
tical point of view a promaturo one. Actually, it is tho (!ase tliat many v^ehiclos are running 
on tho line after vehicles which . . . built in ro])lacoraont of them havo boon placed on tho 
line as well. Thus, replacement of a coach or a wagon from tlve practical point of view 
can only bo considered as in arrears when tho coach or wagon has boon condcmiiod and 
broken up and when nothing has boon placed on the lino m its stead. It is, therefore, dan- 
gerous to argue from tho doprociatioji fund halaM<*os that rej^lacomonts are largely in 
arrears. Undoubtedly, on a number of railways, arrears of roplacoinonts do actually 
exist. Rut the condition of ti'aflic and general financial stringency renders it unprofit- 
able at the present moment to carry out these replacements. It is impossible lor the 
non -expert to state categorically that tho lives of (^oaches and wagons havo boon 
undon'stimated. All that can bo said is ^lat tlio balances against this class afford some 
grounds for such an inforonco, , . , Probably, tho only conclusion that can bo drawn 
with any degn^e of certainty in respoiit of this particular iiortion of tlie depreciation fund 
is that wlien traffic revives there will be a considerable drain on the fund against tliis 
asset, and it may bo that only after f host* events liave occurnxl will it ho possible to form 
any correct conclusion regarding tho accuracy of tho estimated life and wludlior tho balances 
are adoi^uate or excessive.’ - i?a/Zwoiy AnrUl Rejiort 1930-1, para 219, pp. 96-7. 

Report by Sir Arthur Lowes Dickinson on the System of Accounting, Audit, and 
Statistics of the Railways owned and managed- by the (Government of India, 1926-7, herein- 
after referred to as Dickinson'^ s Rpporf. 


42— 1.51 4B 
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— original cost or K^placoment cost — should be adopted. 
Dickinson gave no on(;onragcmont to these theorists and he. 
emphasised the importance of proper de])reciation accounting 
in the following terms : 

‘the importance of sound accounting principles cannot , be overlooked. 
Expediency should not be allowed to override the principle ; there is much 
to bo said for the view that the railway property should be handed on 
from year to year intact, i.e., properly maintained in its original state, and 
the cost of this met out of earnings belore net earnings are employed for 
any other purpose.’ 

Examining tlie relative merits of tlic replacement and the 
original cost principles for Indian railways, Dickinson observed : 
‘In such a largo country with a dense population, great distances, with a rela- 
tively small milage of railways, and low rates, both foi* passenger and goods 
traffic, there is need for considerable railway extension which can perhaps 
be best carried out at first by a lower standard of constnudion to be improved 
gradually as the traffic increases. Under such conditions a most conserva- 
tive accounting policy should be adopted and coiivsiderable sums should be set 
aside each year to meet improvements and betterments in addition to provid- 
ing for the replacement of units by units of similar (japacity as occasion 
requires. One important step towards such a i^olicy is to charge all addi- 
tional costs of renewal and replacement due to higher costs to revenue 
instead of to capital ; and a second equally important one is to charge 
also to revenue any such additional costs as may be due to the necessity 
of maintaining the property in the highest state of efficiency required for 
modern conditions, but which may not correspondingly increase either 
traffic or earnings. 

Dickinson found that in fixing tho scales of tlio depreciation 
rates for each different class or structure and equipment, 
sufficient account was probalily not taken of th(". factor of 
obsolescence.^^ In some cases the estimated lives had been 
greater than would bo justified. He, therefore, proposed 
that ‘no class of railroad property should b(^ estimated t(^ hav(^ 

’’ Dickinson's Report, Part I, para 278, p. 08. 

Ibid., para 285, p. 09. The .sooond .stop was mot by tlio terms of the (ionvention 
which provided for a roaervo fund, but as tho use of the surplus is restricted, Dickinson 
considered it desirable ‘to make higher charges to revemio (which would reduce surplus) 
and to permit of tho uso of surplus for betterments as well as new construction.’ 

Ibid., para 279, p. 08. Dickinson said : ‘The railways of India have mostly boon 
in existence less than 60 years and in other countries less than 80, and during that 
period tho changes in methods and consequent obsolescence have been groat,’ 
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a life of more than 50 years, and that in the case of electrical 
equipment this should be reduced to a maximum of 25 years. 

A more conservative attitude was thus taken by Dickinson 
towards the provision for renewals and replacements and ;this 
is maintained throughout in his report. The real commercial 
reason for providing depreciation is more important than the 
particular method adoj)ted, Jie stated, because it 

'provides a fund to meet any changes and reconstructioji required to meet 
obsolescence, and enables a property to be maintained continuously in 
the highest state of efficiency without too great a strain upon the revenue 
resources of short periods. For this reason alone, the most conservative 
methods of providing for depreciation should be adoiDted.’^i 

His recommendations were, therefore, framed in this spirit. 
Besides proposing a return to the principle of meeting in full 
the replacement costs from revenue, Dickinson recommended 
an increased provision for obsolescence and betterments. Only 
the cost of excess capacity enabling increased revenue to be 
earned should be charged to the capital account. 

No action was taken on these recominendations as they 
were to be examined by a committee of iho Central Legislature, 
appointed in 8eptenil3or 1928, to eoiisider the revision of the 
convention. Meanwhile as tlie Assembly elections came in, 
the committee became functus officio on the dissolution of 
the Assembly and the Railway Member announced the post- 
ponement of the review of th(^ working of the arrangements 
till the Indian constitutional issia^ was decided. Thus the 
problems were loft undecided for an indefinite period. 

The abnormal deterioration in railway finance with the 
beginning of the depression in 1931 led to an enquiry into all 
aspects of railway working and discussions in connexion there- 
with gave a new turn to the attitude towards depreciation 
accounting. The Railway Rotronchment Sub-Committee, on 


para 2cS0, p. (>8. J)ickiiisoii Htaiod : '■'rlio a^o of clecli'irily lies elosely alioad 
end ehaiiges in eloetrieal methods appear to eoiiu3 rapidly. Iti fact, it is not many /ears 
sineo loading oloetrieal exports in tho United States would not f?ivo any eloetrieal appa- 
ratus a lito of more tlian 10 to 15 years, 'rhore w<)uld seem to })e reason to tliink that 
in loss than 50 years entirely different methods of transportation may he ovolvi'd whieli 
may render existing railways and their (Hpiipment to a lai-ge (extent obsolete.’ 

Ibidt, para 281, p. 08. 
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an examination of the annual apxu'opriations to, and from, the 
fund during 1924-32, found that in no year bad ])ayments 
fallen short of withdrawals and that the sui'phis, already large, 
was likely to he larger. On these grounds tliey said that it is 
‘arguable that the payments to the depreciation fund are higher 
than necessary and that the assumed lives of the asset on which 
the contribution is based have been pitched too low.’ The 
Posts and Telegraphs Accounts Committee, who had sometime 
previously examined the question in connexion with that 
department, found that the chai’ge of underestimation of 
lives was well founded and proirosed a revision of the lives 
and a reduction of the contribution to tJieir depreciation fund. 
But the Retrenchment Sub-Committee were not prejrared to re- 
commend that course and proirosed instead that the existing 
arrangements should not be disturbed until a special enquiry, 
to be instituted by experts, had gone into the estimated lives 
of railway assets. They concluded : 

‘We caiuiot overlook the hi(^t that the (^oiitiibutioiis do not take into ac'eoiint 
obsolescence and that tiny aim at providing at the end of the assumed 
life only the original value of tlie asset and not tJje actual cost of replacement. 
We are convinced that, under any sound system of accounting, it is essential 
that proper pn’ovision should b(‘ made for depreciation of the ])roperty before 
arriving at the net receipts from working. 

OVEBCAPITALIZATLON AND OTHEB CRITICISMS 

In 1932, the Director of Railway Audit drew attention in his 
report to certain unwelconu^ featui-es which had resulted f]*om the 
operation of the deiweciation fund rules. He slated that there 
was a tendency towards overca])italizatioji under the depreciation 
accounting system and that ‘the growtli of i*ailway capital under 
a system by which all differences between replacement cost aiid 
original cost and all betterments are^ (*harged to capital, while the 
increasing total of the cajutal account is not checked through 
any scheme of amortization, would seem to render advisable an 
early re-examination of the Se^paration Convention.'-'^ 

Radivutj Rct/'cnc/inicut ^Stih-(Jo?tnnittr<- Rt port, pam It), ]>. 0. 

Rdilu'^iy Audit Report, p. 1)4. 
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The Audito [-General in his comments on the Director’s 
report impressed on Government the necessity to come to a 
decision as he found justification for believing that the existing 
rules led to V^onsiderable inllatiot) of the capital accounts’. 
Tf the future financial position of lailways is not to be 
prejudiced,’ he added, ‘it is necessary to ascertain the truth 
in connexion with this matter and to take necessary measures 
for the future.’ Furthei', railway legislation would have to 
define the financial principles of railway administration which 
called for a great deal of research work before a decision on 
complicated financial and accounting problems could be reached. 
He also doubted whether ‘thcvse (depreciation) accounts suffi- 
ciently represent realities’ for it was suggested to him that 
‘it is questionable whether the maintenance of elaborate accounts 
in the present form really serves any essential juirpose and that 
it would bo more economical and might bo as effective to 
maintain a general renewals fund b[iilt up by ]}ercentage con- 
tributions on the capital at chai-ge.’^^ 

In February 1933 the Railway Member referred in detail in 
his speech introducing the Railway Budget in the Assembly to 
these criticisms and indic^ated that a thorough investigation 
of the questions involved was being undertaken. In the budget 
speech in the following year it was announced that the subject 
was reserved for discussion concurrently )vit h the important fi- 
nancial questions connected with the contemplated changes in 
the administration of Indian railways. The delay in dealing with 
the depreciation proi)lem was cojnmented u}X)Ji by the Public; 
Accounts Committee of tlie Gentr*al Legislature and others.^^ 

The main issues raised by the discussions on the principles 
and procedure connected with tlie deprcc-iation accounting 
system of 1924 may be summarized briefly thus. 

(a) (bntributions to tlie fund vve^re exc'cssivc;. 

{h) Assumed lives were too low. 


Lottof fi'oin th(‘ Aiiditov-Cjlouoral Jii Ui<lia to tlio Saiavtai’y to tli(> (tov'ernmeut of 
India, Finance Department, No. T.Ctnl, Hep./7,‘I2, dated 2.S,lnne pai'a 0, (b), (c). - 

Public Accouutd Committee Re})or1s, 1930-1, Vol. [, i’art TF, ])]>. 53-4. 

Public Account, s (^ou)miilce Report-'^ 1932-3 and 11)33-4, Vol. 1, Part II. 
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(c) Allocation of expenditure between capital and revenue 
was unsound and led to overcapitalization and therefore required 
revision. 

{(1) Provision made under the rules was not adequate. 

(c) No provision for amortization was made. 

(/) hlxisting system led to records which were inaccurate 
and imsatisfactory. 

We may now ])T‘oceed to discuss each of these c'ontentions. 
(a) Contributions excessive ? 

Pile (T*iti(*Jsm that contributions to the fund were excessive 
is easily met.^^* The high balances in the fund from 1930 
onwards do not imply that the appropriations were based on 
an extravagant scale. Firstly, the fact that no ])rovision 
was made for arrears of depreciation at the inception of the 
fund — which were estimated at imarly Ps. 20 croi'es in 1922 
— is enough to show that the balances in the fund have been 
necessaiMly helmv the value of the expired life of the present 
assets. Secondly, the balances themselves form only a small 
jiercentage of the total capital at charge. Thirdly, the 
contributions are based on assets v/liich are Jiow in existence, 
whereas withdrawals are proportionate to the asscds in exis- 
tence years ago, which are falling due for replacement or renewal 
now. ^ In a rapidly expanding industry like the Indian rail- 
ways, the contributions must necessarily be in excess of with- 
drawals. h\)urthly, the (capital at charge increased by Rs. 
170 crores during the period 1923-32 and appropriations to 
th(i fund had to lie increased by Rs. 3*42 (Tores. The newly 
(Tcated assets added by this expenditure may not r(H|uire 
any ('X])eiiditure from the fund for a long time to come, kifthly, 

Thia point has boon ably discussod by Sir C. ti. liau in his Flu’Uif'idL Coninhi'ssioncr\H 
Review 1932-3, pp. 3-0. 

The porcentago for the years prior to I93i varied from I '3 in 1927-S to i'8 in 1930-1. 
There was an increase during the succeeding years largely duo to comparatively low ex- 
penditure as a result of financial stringency. The average increase during the first seven 
years was only at the rate of Rs. 2 crores a year ; during f he iU'xt throe y(uirs it rose to 
Rs. G crores a year. On the whole this does not appear to bo exc(^ssivo as shown by tlm 
balances of the four British railways which amounted to about 1 per cent of their capital. 
For further details, see Rail’s Review) op. cit., and Tv. V’. Iyer, RjtHwa// .iecotnU.s' (in<l 
Finance, 1033, Vol. 1, pp. 95-9. 
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assets 1 ‘enewed during the last decade were purchased at iti-, 
Hated prices and contributions are based on the standard of 
those prices. But the assets whose lives had expired were 
acquired at lower prices and under the rules only the original 
cost is debited to the fund, thus making the witlulraWals 
exceptionally low. With a decline in prices the situation will 
be reversed and the withdrawals are likely to exceed the rate 
of contributions. Sixthly, certain items, strictly to be charged 
to the fund, escape under the depreciation rules of 1924. 
Since the rules provide only for the renewal or replacement 
of whole units the cost of partial renewals are charged to 
revenue, ‘Repairs and maintenance’. As Dickinson rightly 
pointed out, an asset may be renewed partially and kept up 
many times during its life. The efiect of this is naturally 
to keep down the appropriations from the fund.“^ 

The effect of these tendencies were to some extent com- 
pensated by two factors which pulled in opposite directions. 
The first is that the railways had a comjiaratively ambitious 
program of works (including renewals) in the years imme- 
diately following the institution of the fund. In more recent 
years, the program of renewals suffered considerable reduc- 
tion but the scrapping of assets — paidicularly rolling-stock — 
without replacement resulted in large withdrawals from the 
fund. The second is the effect of premature renewals, specially 
of the permanent way, already refeired to.^^ 

(b) A^smmfd lives too low ? 

The question whether the assiuned lih^ of th(^ assets was 
pit(dRHl too low cannot be answered readily. The life of an 

The Wedgwood (Committee supporting this view said : 'The nominal balance 
of the fund has grown year by year. It has been suggested to us . . . that this is evidence 
that the contributions made have .been unduly high. We think this contention is 
mkitaken. The depniciation fund, set up at a period when the life of the assets to be covered 
had already in part expired, is ncn^ossarily an immature funrl, and it is an inevitable charac- 
teristic of such a fund that the contributions lor many years must exceed the outgoings 
if the fund is ultimately to establish itself as reasonably sound. This circumstance therefore 
affords no presumption that the contribiit ions are unduly generous.’ Wedgwood Com- 
mittee Report, para 208, pp. 125-0. 

“'•* Financial Comnilsnioner'’ 9 Review, op. cit. The Finan<*ial Commissioner, Railways, 
obsorvofl that ‘under a mistaken interpretation of the rules, the original cost of the asset 
renewed was in all such cases debited to the fund even when the asset had not 
boon disposed of, but merely transferred elsewhere ; for instance, when a length of 
permanent way was remove<l from its original position and rela id elsewhere on Uie line.’ 
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asset depends on the actual wear and tear in operation, the 
climatic conditions, the degree of progress in technique, and the 
conditions of railway working and transport. But comparison 
with the standards adopted by foreign railways shows on the 
whole that the life on Indian railways has not been under- 
estimated. Taking the figures adopted by the L.N.E.Il. 
and the South African Railways, the comparison of certain 
items with the Indian scales stands as follows : 


rndian railways 


L.N.E.R."'* 

South African 


Life 

Life 

railways 

Life^i 


years 

years 


years 

Pormanonb way — rails and 

60 

Permanent way 21 1 

Permanent way : track 

30 

fastenings, indudinsx j)i)iii( 

s 


Rails and fastenings 

33.1 

a-nd erossiiifTS 



Sleepers anfl lasUmnigs 21 

Sleepers, wood. 

ia 




east-iroii and 

40 




ferro-eoncr<'t(' 

,, steel trough 

30 




Loeomolives engiiK's and 

35 

Locomotives 33., 

J.ocomoti^'('s steam >md 

331 

tenders 


(st('a,m) 

electric 

33 

Boilers 

25 

(Windages 30 

( loaches and olcciric 

331 

Ooaehing veluch's 

30 


motor coaclies 


Goods vehicles 

40 

Whigons 30 

IVhigons 

33^ 

Electric insti'innents and 

13 

Plectrieal equip- 20 

'felegraphs ami tide- 

30 

telepliones 


ment 

phones : ])oles, wires, ei 

he. 

Plant 

20 

W'orkshop machi- 25 

Instruments 

10 



nery and plant 



Motor vehicles, road 

10 

Road motor 5 

Machinery 

20 


vOucIc'S 

It should be clear from these figures that the (*harge of a 
lower scale of life values is not sustained, and that the Dejire- 
ciation Fund (Jommittee\s estimates on the basis of the past 
experience on Indian railways compare v(Ty favourably with 
those in other countries. 

(r) Allocfftion unsound ? 

The principles of allocation of expenditure between capital 
and revenue and Dickinson’s criticisms have already been 
referred to. Sound and prudent finance has always been in 
favour of meeting the full costs of replacing an asset by a like 
asset from revenue. The Railway Rates Tribunal and the 
British railways have taken this view. On Indian railways, 
as we have seen, this was the practice until 1924 and this 
continued to be the practice on company-managed railways. 

C. H. Nowton, Raihvaj/ AccounfM, lO.’JO. 

South African Transport Conference, 1936, pp. 100-70, 
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On state-mcanaged railways, with the institution of tho depre- 
ciation fund, the principle adopted has been to charge only the 
original cost of the asset to the fund and tho increase attributable 
to improvetnent and higher prices to capital. Over a long period 
of ups and downs in tho price level there may not be much to 
choose between the two methods. The undesirable effects are seen 
jiarticularly during a period of higher prices, when the replace- 
ment of assets involves a charge to capital which would, 
under the more conservative principle, be borne by revenue. 
Thus, according to tho calculation made in 1929, owing to 
the change towards the* original-cost basis of depreciation 
accounting in 1924, tho higher charge to capital on account 
of the heavy renewals program during the post-separation 
period was over Rs. 2 crores per annum on all state-managed 
railways taken together. During a period of attenuated pro- 
gram tho amount will of course be less, such as during 
1936-7 when the amount was stated to be Rs. 82 lakhs.^^ The 
older method has received support again and the Financial 
Commissioner, Railways, outlining his proposals for placing 
depreciation accounting on a proper batsis stated that it was 
‘certainly desirable to alter the rules so as to avoid the debit 
to capital of any charge whore there is no improvement.’ But 
the question might be raised whether it was correct to charge 
to the fund anything in excess of the original cost— if the re- 
placement cost was higher— as the contributions to the fund 
were based "on original cost. As the Financial Commissioner 
observed, ‘Obviously the contributions to the fund cannot 
be based on the replacement cost of an asset for it is impossible 
for any one to foresee the level of prices that may exist when 
the asset is due to be replaced,’ On the other hand it was 
desirable to" have a system in which the allocation would bo 
confined to capital and depreciation fund, without bringing 
in revenue into the transaction. ‘The simplest rule, he 
concluded, ‘is, therefore, to charge to the depreciation fund the 
cost of replacement by a like asset and to capital the balance. 

Financial Commissioner'' s Review 1934-5, p. 50. 

43— 1514B 
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When, however, the cost of replacement by a like asset is less 
than the original cost, the latter should be charged to the 
depreciation fimd.’-'^^ 

The effect of the adoption of this proposal in a normal year 
is to reduce the expenditure debitable to capital by about 
Rs. T5 crores and increase tanto the expenditure debitable 
to the depreciation fund. During the depression period, with the 
reduced tempo of railway works programs, the amount, of 
course, was smaller — loss than a crore. 

That the original cost basis of depreciation accounting 
brought into operation tendencies towards over- capitalization, 
as pointed out by the Director of Railway Audit, the Auditor- 
General and the Public Accounts Committee, was admitted 
by the Financial Commissioner, Railways, and ho proposed 
a reversion to the replacement cost basis. 

{d) Depreciation provision not adequate ? 

Another criticism which took up quite an opposite position 
to the one already discussed was that the provision being 
made under the rules was not adequate. Dickinson pointed 
out that no allowance was made for betterments,. ‘improvements 
in service, but not producing any revenue’, which should be 
a charge against the net income of the year. On conservative 
financial principles, capital should not bear the cost of im- 
provements which are neither revenue-earning nor expense- 
saving. But in actual practice the segregation is in some 
cases difficult. It may be argued that the cost of safety appli- 
ances and measures may not be brought under this group. 
The large amount of expenditure which was incurred on the 
Hardinge Bridge protection works, for instance, was necessary 
both as a -safety- measure in connexion with the bridge and 
for securing the integrity of a revenue earning asset, and was 
to save indirectly larger expenditure on its replacement at 
a future date. The cost of providing amenities for passengers 
may not bring an immediate return. Its revenue-earning 


Financial Commissioners Beview 1034-6, pp. 50-1, 
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aspect may only be indirect and somewhat remote. These 
instances indicate the practical difficulties in deciding allocation 
on distinctions based on the effect on earnings only. 

That current revenues should bear the cost of minor im- 
provements and additions has long been recognized on Indian 
railways and this has been met by the minor works provision. 
According to this, when the cost in each case does not exceed 
a prescribed limit — Rs. 2,000 at the time, now raised to Rs* 
10,000 — it should be charged to revenue. But the purpose 
of this provision was often frustrated by the adoption of a 
principle of grouping by which a number of similar minor works 
are taken as one unit for the purpose of deciding whether 
expenditure should be met from borrowed funds or current 
revenues. 

The practice of certain foreign railway systems suggests 
the desirability of providing for betterments. On British 
railways, according to the regulations made by the Ministry 
of Transport in pursuance of Section 77 of the Railways Act, 
1921, the principle of meeting the cost of ‘betterments 
and minor additions’ from current revenues is recognized and 
limited to cases where the cost of a single unit does not exceed 
£250 and where the value of the improvement does not exceed 
£500. On the South African railways the necessity for meeting 
the cost of betterments has been mot by a definite provision 
of l/6th per cent of capital from revenue each year. 

The factor of obsolescence has already been referred to. 
No provision was made on this account, and the need to provide 
for it was not appreciated. The effect of obsolescence on 
American railways, even thirty years ago, was thus quoted 
by Ripley from the observations of a leading efficiency en- 
gineer : 

‘Roadbeds do not wear out any more, they are realigned with grade revi- 
sions ; ties do not .gradually d(icay, they are cut to pieces by the heavy 
traffic ; rails do not last their life, they arc displaced by heavier sections ; 
stations do not wear out, they have to be torn down to make way for palatial 
structures ; round-houses are scrapped because electrical equipment has 
come in ; locomotives used to last fifty years, the average age of locomotives 
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in actual freight service now is not over ten years ; wooden passenger cars 
make way for steel cars. A two-per cent assessment made once used to 
be sufficient for depreciation. It is a question whether three per cent a year 
will take care of modern obsolescence. 

The pace of progress has not slowed down and it will be 
financial prudence to make allowance for the factor of ob- 
solescence. That the depreciation fund under the 1924 rules 
did not allow for this is clear. 

(e) Provision for amortization 

The desirability of adopting some arrangement for a gradual 
amortization of railway capital has been discussed in connexion 
with the problems of depreciation accounting. As the system 
tended towards over -capitalization, proposals were made to 
counteract it and to compensate for the damage that had 
already heen done. The estimate up to the end of March 
1936, indicated that the capital account had been overcharged 
to the extent of Rs. 20 crores. The Public Accounts Com- 
mittee in their report for 1933-4 commented on the problem 
as follows : 

Tdeally, the depreciation fund, ought to be turned into a reserve for re- 
newals and minor improvements and a definite provision for amortization 
should bo made out of revenue. The fojiner would involve an increased 
allocation of something like Es. 2 crores a year to cover expenditure which 
is at present being wrongly charged to capital, while the latter ought to 
be something like Es. 5 crores a year.’^^ 

The amount of Rs. 5 crores was probably based on the 
opinion of the Percy Committee to the effect that the railways 
should pay a contribution of about that amount to Federal 
revenues for amortization of caintal or as remuneration to 
the Central Government. 

The amortization of the rad way debt, amounting to over 
Rs. 800 crores, is out of the question. It has been considered 
by Ripley that ‘amortization, so far as the actual principal of the 
debt is concerned, is not essential to sound finance. The same 


William Z. Ripley, Railroads : Finance and Organization, p. 
Public Accou 7 its Committee Report 1933-4, Vol. I, para 9, p. 6. 
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object may in large measure be attained by regularly setting 
aside adequate sums for depreciation, even at the expense of 
dividends. The main point is that the debt, being practically 
perpetual through refunding, the assets should not be permitted 
to diminish in value. 

But there are certain elements in the capital account of 
the Indian railways which shoidd not be overlooked. Apart 
from over -capitalization to the extent of Rs. 20 crores since 
1924, certain transactions of the past have had the same effect. 
Thus the capital accounts of certain railways were inflated 
by the practice of the Government of India buying up their 
properties from the original CQmpanies on the basis of recent 
earning capacity. This has resulted in the payment of large 
premia over and above the actual costs of construction, equip- 
ment and development. The difference in the price paid for 
the railways comprised in the present State-owned railways 
is, according to the figures for 1935-6, £33,885,943 for the main 
lines and £724,213 and Rs. 2,19,09,151 for the branch lines. 
They were distributed over the principal lines as follows : 


Railway 


Premium 


r million 

= Hs. crores 

B.B.&C.i. 

5-6 

7-5 

E.i. 

()-5 

8'7 

O.&B. 

10 

PI 

E.B. 

11 

P5 

a.i.p. 

IPS 

19-7 

M.&S.M. 

2-6 

3-d 

S.I. 

01 

1-3 



Total 43-5 


The sum of Rs. 43%5 crores may be regarded as being in 
the nature ’of goodwill, at any rate in comparison with the 
status of some of the other assets of the railways,^^ 

There are other similar items, such as loss by exchange, 
amounting to Rs. 8*42 croros*^^ and expenditure incurred on 

Kiploy, op. cit., p. llH. 

Railway Audit Report 1931-2, p. -lO. 

TIio loss by oxcliango roprosent.s the difforoiico botwooii tlio actual ni[)oe equivalent 
of sterling paymonta and the equivalent converted according to the standard rate of ex- 
change adopted by Government. 
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railway collieries and other assets not in use, amounting to 
Rs. 1*60 crores. Interest during construction and loss in 
working amount to Rs. 2*13 crores and Rs. 2*72 lakhs. The 
former is permissible, but the latter should have been written 
off from the profits of later years. From these instances 
it may be questioned whether, in view of the fact that there 
are no tangible assets against these figures, they should not 
be written off over a series of years. The mischief does not 
end with the mere inflation of the capital account ; interest 
charges and contribution to the general revenues have to be 
paid on that capital. ^ * 

The question of the premia paid is, however, a debatable 
one. From the point of view of fidelity of accounting, the 
practice of treating the price paid for the property as the 
capital outlay has the merit of'stating the transaction as it 
had taken place.^^ It is in accord with current business practice, 
and must be beyond cavil. Even so, the surplus is an in- 
tangible element representing the ^present value of expected 
super-profits’. Goodwill or reputation in trade, as Ripley 
states, is a characteristic asset of competitive business and as 
such has only a remote connexion with railways under present 
conditions. ‘With but a single carrier in the field, the shipper 
has no choice- and no goodwill either to give or to withhold.^^^ 
Consequently, it has been argued that the valuation of a rail- 
way should not allow for this factor at all. Enough has been 
stated to indicate that the point is contestable but sound 
financial practice has been to recognize the reality of goodwill 
created and, in view of its intangibility and eventual uncer- 
tainty, to build up a substantial reserve fund against this 

Uii viow of these facts,’ wrote the Director of Railway Audit coniinontiug on the 
capital account of the railway balance sheet ‘it seems doubtful wiiether a chartered 
accountant would bo able to appond his signature to this statement as a true balance 
sheet in the ordinarily accepted commercial understanding of the phrase*’ Railway 
Audit Report 1931-2, para 115, p. 40. oXho Appropriation Accounts oj Railways in 
India 1935-6 for the details of the figures used in the text. 

Sir P. R. Rail, Financial Commissioner, Railways, examined the question in 
considerable detail and stated ; ‘So far as the State is concerned, the capital cost of 
the railway is the price paid for it, and I can see no justification for making any distinc- 
tion between that part of the cost to the State representing the original capital invested 
by former owners, and the balance.’ — 'Financial Ootn>nissionp.r\s Review 1932-3, para 103, 
P- 57. 

Ripley, op. cit., p. 366. 
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class of assots.'*^ Director of Railway Audit was not, 

therefore, wrong in his emphasis. It is obvious that with so 
large an amount of fictitious assets written into the capital 
account, financial prudence dictates that an adequate reserve 
should be maintained against them. And the Financial Com- 
missioner, Railways, himself agreed that there are very good 
grounds for holding that it is ‘financially sound and prudent 
to provide annually from revenue for a sinking fund to amortize 
our total capital at charge. 

, (/) Depreciation accounting records unsatisfactory ? 

Besides the objections raised against the depreciation 
accounting system on grounds of principle, the accounting 
records themselves were subjected to criticism. According 
to the formula adopted, the appropriation to the depreciation 
fund in any year was made up of 

{i) tho contribution for the previous year, plus 
(il) the contribution on the total expenditure on works classified 
as wasting assets incurred during the previous year cal- 
culated by dividing the expenditure on tho unit assets by the 
number of years assumed as representing the normal life of 
the class and adding the various quotients, minus 
(Hi) the contribution which expired , during the year on account of 
assets having reached the end of their normal lives. 

While the first and the second parts^of tho formula were easily 
calculated, difficulties arose on account of the third part as 
it related to assets which were acquired long before the in- 
stitution of the depreciation fund. When the record of assets 
was opened in 1924-5, the data available were insufficient 
to provide full or accurate information either as to tho date 

^2 Sir Arthur Dickinson, grouping patents, goodwill and franchises, stated : 'Provided., 
that the prmciple is adynitted of building up ei substantial reserve fund against whatever portion 
of the capital is invested in this class of assets^ it would soom reasonable to merge tho three 
items into one and treat them as part of tho permanent invested capital of the business, 
wliich may be left to continue at its original value as long as the business is a going con- 
cern.’ (Italics om-H)-—Accou tiling Practice and Procedure, 1928, p. 80. 

‘*3 But he continued that in his opinion for purposes of amortization ‘the capital 
at charge should bo treated as a whole for this purpose and there is no logical or financial 
reason for writing off part of it on the ground that it tloes not represent the cost of the 
asset in question to the original owners.’ — Financial Commissioners lievlew 1932-3, 
para 108, p. 58. 
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when the asset came into existence or as to the date of expiry 
of* its normal life, when contributions on its account should 
cease. The actual amounts so ceasing were mostly based on 
guesswork and had, therefore, to be fixed arbitrarily. This 
would not have mattered much but for other irregularities in 
the records of the depreciation fund transactions. Thus in 
November 1931, an arithmetical error was discovered in the 
instructions issued for the upkeep of the depreciation accounts 
in 1925. An example given in the instructions implied that 
contributions in regard to an asset with an assumed life of 
40 years acquired in 1924-5 should continue from 1925-0 to 
1965-6 inclusive. The latter date should have been 1964-5 
for a forty-year period beginning with 1925-6. The error 
had serious consequences, for entries in the records thus in- 
creased the number of contributions by one. In consequence, 
the contributions on the assets whoso lives expired year by 
year were also wrongly entered in the accounts of the year 
following. In view of the detailed and enormous work involved, 
the attempt to recalculate the depreciation for past years was 
given up and instructions were issued in 1931-2 to the effect 
that the correct procedure should henceforth bo followed. 
But unexpected difficulties arose and it was decided to make 
the correct procedure applicable to the assets which came 
into existence after 1924-5 only. 

Scrutiny of the depreciation fund registers revealed by 
this time that they were in a state of confusion and that the 
figures could not bo depended upon as accurate. They were 
not subjected to any check or audit scrutiny. The accounts 
of the state-managed railways were more satisfactory and 
discrepancies could, it was believed, be fairly settled. But 
the depreciation fund accounts of the company-managed 
railways, which were maintained on a jyro forma basis in the 
Railway Board’s office, were in an unsatisfactory condition. 
Serious mistakes had been made in the past and erroneous 
adjustments for non-wasting assets were only rectified in 
later years. The corrections had to be distributed under 
the detailed classes of assets and this was a matter of difficulty 
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iis the pm forma aceouiits wore iiiaiiitaiiiofl in tlu^ I4ailway 
Board’s office and not in the offices of the railways to which 
the accounts related. The task of correcting the figures was 
herculean, and oven if it could liave been accomplished it would 
not have improved the data regarding the older assets. It 
was, therefore, left untouched as the results were not worth 
the trouble, and an escape fi'om the difficulties inherent in 
the system was found in the simplification of the entire }u*o- 
cedure in the new rules.^^^ 

PRESENT^ SYSTEM 

The force of those criticisms regarding the depreciation 
accounting system of 1924-5 was recognized and the first change 
offeoted was towards the sim|)lification of the entire procedure. 
It was decided to replace the elaborate calculations to the 
depreciation fund by fixing the appropriations to the fund 
at a fixed ratio based on the capital at charge, namely at 
l/60th, of the total capital at charge. The now rule was 
applied with effect from the financial year 1935-6. Govern- 
ment themselves were not quite satisfied about the soundness 
of the procedure, for in announcing its adoption the Railway 
Member emphasised that 

‘this deoision ha^ been taken pimdy from the point of view of simplifica- 
tion of procedure and should not be treated as indicative of the final 
views of Government on the general question of the amount which should bo 
provided for the purpose required. The fraction adopted has been selected 
to yield as far as possible the same results as the older complicated cal- 
culation. In the first ten years, the average annual contribution under 
the old method was Rs. 12- 1 7 crores, and under the new method it would 
be Rs. 12- 10 crores.’'^'’ 

It may be recalled that the idea of fixing contributions to the 
depreciation fund as a percentage of the capital at charge 
was first proposed by the Auditor-General as early as 1932. 

Vide, Railway Aud.it Report 1930-1, pp. 9I-(>, and tho Financial Commissi oner'.'i 
Review 1932-3, para 65, pp. 35-6, regarding the state of the depreciation fund accounts ; 
also the numeranlum containing tlie results of the .scrutiny of the pro forma depreciation 
fund accounts of the company-managed railways as conducted by the Director of 
Railway Audit and his subordinate officers. Appendix xi, p. 83, Public Accounts 
Committee Report^ 1930-1, Vol. T, Part II, 

Budget speech 1935-6, p. 5, 
tl- 1514B 
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In July, 1934, the Financial Commissioner, Railways, explained 
that the appropriations to the fund from 1924-6 onwards 
varied from 1*65 to 1-73 per cent of the capital at charge and 
proposed a percentage of 1*67, or rouglily l/60th, of the capital 
at charge. After discussion in the Public Accounts Com- 
mittee it was decided to ado])t the percentage basis as an ex- 
perimental measure. The loa soiling a]iplied was that the 
appropriations under the old rul(\s were an amalgam of a large 
number of separate calculations ol‘ different assets based on 
assumed lives which were ])robably extremely inaccurate. 
There was no certainty that this actual amount of depreciation 
calculated was correct within 10 per cent. Since the con- 
tributions made so far formed a fairly constant proportion, 
it was obviously better to adopt the simplified multiplier and 
save a lot of time in arriving at a result which was not accurate 
within 10 per cent.^^ 

The percentage basis adopted is open to several objections. 
First of all it applies an average rate — a composite figure — 
not arrived at by any detailed analysis or grouping of assets. 
It has merely adopted the average of the ratio of the f)ast annual 
contributions to the capital at charge. The contributions 
prior to the change were calculated on the basis of the assumed 
lives of the different classes of assets and their respective rates. 
Any change in the relatives proportion of the different classes 
of assets would affect the soundness of the composite figure. 
Although unlikely over a short period, it is conceivable that 
the equipment of r^iilways may so alter in character that if 
15 per cent of capital expenditure now goes on locomotives 
and 30 per cent on permanent way these may become 25 per 
cent and 20 per cent. 'The percentage ratio might in such 
a case lead to approjiriations either more or less than what 
should have been correctly made. 

Sir James Grigg, Einance Member, and Chairman of the Publio Accounts Com- 
mittee, remarked in the course of the discussions in the Committee : ‘Modern accounting 
theory is moving away from the idea of depreciation fund into making a provision 
for renewals and replacements and in the end that a renewals and replacement fund must 
be built up very much on an empirical basis. Indeed accountancy is moving away from 
a spurious scientific system into an enlightened empiricism .’ — Public Acemmfs Committee 
Beport 1933-4, Vol. it, Evidence, Part IT, Railways, p. 17, 
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Secondly, the new rule did not discriminate between wasting 
and non-w^;Sting assets. This has probably increased the danger 
of the composite rate falling out of alignment with the true 
depreciation. The justification for tlie procedure was in the 
assumptions made by the Government of India when pres- 
cribing the new rule 

'that, as a gPiieral rule, assets are replae^al at the end of theii* normal life and 
that, over a series of years, the distribution of tlu* assets of a big undertaking 
like Indian railways remains mor(‘ or less eonstant and tinallv that the 
ratio of the wasting assets to total capital at charge is not likely to fluctuate 
considerably in comparatively short periods.’'*" 

Illiixlly, as details of the eredits, debits and balances relating 
to the several classes of assets cease to be recorded, the position 
vrith regard to the character of the individual assets has tended 
to be obscured. The short eredits to the fund on account 
of the older assets, whose Jives had ali'eady expired to some 
extent but for which no provision had been made, and the 
prematnre retirement of assets had, as discussed earlier, caused 
minus balances. It is obvious, in view of what was stated 
in that connexion, that a watch should be ke])i on the balances 
against the various classes of assds. 

Finally, the tentative pejuentage adojhed has left an element 
o/ uncertainty. It was freely admitted that it did not pretend 
to T'opi’esent the correct depreciation contribution and that 
it might have to be raised. In the event of a change, railways 
must necessarily fall back on the estimates of depreciation 
calculated on the bases of the estimated lives. During the 
very first year of the working of the new rules, 1936-7, the 
Wedgwood ('Ommittee expressing their opinion on this rpies- 
tion stated : 

‘We are not much imprcBsed with the advantage of calculating depreciation 
on n flat poicentage equal to I / 60 tb or I'i per cent of the total capital at 
charge. I'lii.s method ia lesa laborious, no doubt, than taking the life of 
(\ich description of asset separately, but we doubt if the labour saved com- 
pensates for the loss of accuracy, which may become considerable, whilst 
the apparently unscientific character of the flat percentage may definitely 

Proceed'* ngs' of fhc Sfoodiiig Fitutuce Cointnlffce Jor Uoihrotfs, Vol. XIJ, 1, p. -ii). 
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weaken the authority of the fund. On the other hand we see no occasion 
to undertake elaborate calculations of the character that appear to have 
been thought necessary prior to the Financial Commissioner’s memorandum 
of 11 July 1933.’^« 


OTHER CHANGES 

The adoption of a simpler percentage calculation dealt 
with only one of the problems : to remove the difficulties in 
connexion with the defects in the maintenance of the depre- 
ciation fund registers. The question of principle still remained 
to be solved. The Financial Commissioner, Railways, discussed 
the criticisms raised in connexion with the depreciation account- 
ing system of 1924, and proposed the following changes which 
sgught to meet them : 

I. {a) When an asset (whether it is technically described as a wasting 

or a non- wasting asset and whether it is a unit of the former 
or not) is replaced, the full cost of replacement by a like 
asset, or the original cost, whichever is greater, should be 
charged to the depreciation fund and the balance to capital. 
(6) The credits realized by disposal of assets in connexion with 
works of replacement should be given to the depreciation 
fund and not to revenue as under the original rules. 

In other respects the rules will remain unchanged ; thus, for 
example, the cost of an asset abandoned or retired without 
replacement will be written off capital by debit to the depre- 
(iiatioii fund or when the difference chargeable to capital 
under the above rules is less than the limit for minor works, 
the charge will continue to go to revenue. 

(c) A provision from revenue of about 1/b i)er cent of ca]>ital to 
(iover- the cost of minor improvements and additions and 
of unrein unerative works should be made when railway 
revenues can afford this additional charge. 

II. The contribution to the depreciation fund should not be changed 

at present. 

III. When railway revenues improve sufficiently they should be 
expected to provide a minimum of per cemt of capital for 
amortization .4® 

Wedgwood Committee Report, para 207, p. 125. 

** Finrmeinl Oornmiss toner's Review 1934-5, p. 67. The ainouiita required to provide 
adequately for minor improvements h ml addition.s and for amortization for 1035-0 
were eHtimated at Ks. (ifj ci'oriiH. 
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The reversion to the older principle of allocation and the 
change as regards credits from disposal of assets released from 
replacements were thus comx^leted. The other proposals were 
left to await the return of better times and increased net 
receipts to afford a margin to stand the charges. 

One point in these changes deserves to be mentioned. The 
whole attitude regarding the status of the depreciation fund 
has undergone a change. Taking the fact that as no provision 
was made for the accrued depreciation in 1924 and that the 
balances ought to bo too small rather tlian too large, it had 
been argued that the most practical course was to consider 
the reserve ‘not as the theoretical mccxsnvc of depreciation but 
as a renewals reserve to provide in the long run adequate funds 
for meeting renewals as they fall diie.’^^ This is, according 
to the dictum of Sir James Grigg, in consonance with an ‘en- 
lightened empiricism’ in accounting and free from the shackles 
of a ‘pseudo-scientihe’ attitude. The change in the perspective 
has had the olfect of broadening the basis of the fund to meet 
demands other than those originally intended. The Financial 
Commissioner, Railways, explained : 

‘we should ensure that the reserve should h(‘ adequate tor the purpose, 
by fixing the eontributions so as tp aim at providing a reasonable margin. 
The margin should bo sufficient to allow for a substantial reserve against 
(1) (contingencies, such as series of deficits or unforeseen disasters on a 
large scale, and (ii) the possibility of our assets becoming obsolescent more 
quickly in futui;e. A reduction in the amount to be provided annually 
from revenue for renewals below the present provision of l/fiO of capital 
cannot be safely recommended.’^^ 

While, theroforo, the purpose of the fund has boon oxtonded 
to cover, in addition to renewals and replacements, even 
deficits and unforeseen expenditure, the contributions to the 
fund on the other hand have been stabilised at a figure originally 
intended to cover only expenditure for renewals and replace- 
ments. The amount fixed does not allow for the compensating 
change against the overcapitalizing tendency under the older 

Financial Commissioners Review 1934-6, p. 56. 

Ibid., pp. 55-0. 
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rules and the arithmetical error already commented upon. That 
the difficulties on account of which the present change has 
been adopted are not insuperable is clear from the fact that 
on the American railways a detailed system of depreciation 
accounting has been prescribed as regards equipment. The 
Interstate (^oinmercc Commission discussing in the course of 
their report the importance of depreciation accounting stated : 

‘The puipose of accounting is to record the essential financial facts with 
respect to the property and its operations. Most of these facts can be 
ascertained with precision, but not all of them. It is not a sound principle of 
accounting that facts of the latter kind should be disregarded. Obviously 
the record will be closer to accuracy if they are approximated as nearly as 
may be. Depreciation is a fact of this type. It cannot be ascertained 
with precision, because the future cannot be foreseen with certainty, yet 
it is a part of the cost of operation. Accounting fails of its purpose if it 
docs not supply the best available information with respect to this or any 
other similar fact.’®^ 

The principles adopted as regards the accounting procedure 
were outlined in the Commission’s finding 6 in the same report. 
It runs as follows : 

‘We find that the group basis of depreciation accounting, as distinguished 
from the unit basis, should be adopted ; that for corporate ledger and balance 
sheet purposes the depreciation reserve should be regarded and treated as a 
single and composite reserve ; but that for purposes of analysis the carriers 
should maintain subsidiary records in whicli the reserve is broken down into 
component parts corresponding to such primary investment accounts under 
the respective classifications for steam railroad companies . . . 'as include 
property hereinbefore found to be depreciable, showing in these records also 
in complete detail by such primary accounts the current credits and debits to 
1 he reserve ; and that such detailed information should be repoj'tcd annually 
to this Commission and to the CVmnnissions of all States in which the carrier 
operands. 


The iiistruetiony accompanying these orders, whicli became 
effective during 1934, prescri1:>ed that percentage rates should 
be developed by sub-classes of property within each ]3rimarv 

Interstate Commerce Commission Report No. 14700, Depreciation Charges of 
Telephone Companies, 15100 Depreciation Charges of Steam Railroad Companies, 1031, 
177 I.O.C., p. 382-3. 

»» Ibid., p. iAr>. 
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account. These are component rates and from these component 
rates is ascertained the rate for each entire primary account. 
From the total of the estimated annual depreciation charges, 
against each primary account the composite rate of depre- 
ciation for all equipment amounts is determined. The pro- 
cedure adopted recognises the possibility of changes in the 
individual sub-classes of property and modifies automatically 
the composite rates. 

That increasing emphasis is being laid on proper depre- 
ciation accounting is evident from the recent developments 
on the American railways. On the South African railways 
cxlso there has been an attempt to introduce certain ampli- 
fications and refinements in the existing provision for renewals. 
The practice followed during recent years was to fix the annual 
appropriations at 60 per cent of the depreciation charges 
correctly ascertained on the basis of the estimated lives of the 
assets. Sir Guy Granet’s Committee, recommending that the 
question of the financial provision for renewals should be 


Tho detail in which the depreciation accounting is carried out may bo indicated. 
Each kind o^" property included in the firiniary accounts, with respect to which the basic 
data, t.(\y the lodger value, service life, salvage value, etc., are different is to be listed sopa- 
I'atoly and a rate per c.eiit is determined for the same. Tlie rate per cent determined for 
each sub-class of property will bo known as a component rate, this in recognition of tho 
fact that immediately after a composite rate has been ('omputed for the primary account, 
tho quantity of tho various classes of projierty within each primary ac.-ount will bo subject 
to fluctuation with the result that tho composite rate may shortly thereafter become 
inapplicable, whereas tho component rates will continue to be applicable until such time 
as the estimate of service life or sah'ago value changes. 

It is contemplate<l, therefore, where tho composite rate as prescribed by tho Com- 
mission has been developed by the application of component rates to tho various sub- 
classes of property within a primary account and a segregation of the property to which 
they are applicable as maintained is available. That such component rates may be used 
to compute tho current depreciation charges regardless of tho fact that the amount of 
the various classes of property has so ehangecl in tin* meantime as to make possible tho 
computation of a slightly different composite rate, fii each case a <‘ompany is asked 
to state whether it prefers to apply tho compononl rates in profei*cnco to the composite 
rate preserilied by the Commission. In view of the fa(*t that certain eompames had not 
filed tho requisite data, the Commission prescribed the composite percentage rates under 
tlio primary accounts as follows : 


Primary Account Rato % 

Steam locomotives 

Other locomotiv(*,s 3*25 

Freight train cars 3*50 

Passenger train cars 2*75 


Primary Accoimt Rato % 

Floating oc^uipment 2*50 

Work equipment 3*50 

Miscellaneous equipment 12*00 


Originally limited to rolling stock, tho Commission, in view of the sharp increase in 
earnings since 1939, extended depreciation accounting to fixed propert 3 '- with effect from 
1942. 


It is worthy of note that while our railways are recoding from strict and detailed depre- 
ciation accounting towards an arbitrary basis of contribution, American railways arc 
adoyiting detailed and elaborate accounting methods. 
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reviewed, stated that ‘the general basis for the annual charge 
should be the current not replacemeht cost of the assets in 
service divided by the estimated lives of such assets.’®^ and 
that ‘the renewals fund should be regarded as required to 
meet a definite liability in respect of the net cost of replacing 
assets at the end of their economic lives.’®® 

In the light of these considerations, the present arrange- 
ments with effect from 1 April 1936, are not altogether 
satisfactory. The change in the status of the depreciation 
fund was due to the financial condition of railways during 
the (lepii^ssion. As may be seen from Table 85, railway deficits 
sin(*(^ 1931-2 were met by temporary loans from the depreciation 
fund. Tl)e total amount borrowed during the five years, 
1931-6, amounting to Rs. 31*50 crores, was, under the Separa- 
tion (^invention, to bo repaid out of future surpluses. In- 
cluding the contribution sirspended since 1931-2, the total 
liability amounted to Rs. 61 crores. The magnitude of the 
figure, the state of railway working and the general economic 
situation rendered the prospect of redemption at the time 
too remote, indeed impossible. The Railway Member and 
his department proposed early in 1937 to cut the Gordion 
* knot and argued : 

The wisest plan in the circumstances appears to be to write off all these 
liabilities and to start the next year on the basis of a clean slate so far as 
these liabilities are concerned. 

The [wessure for an early resumption of the contributions 
to the general revenues was, with the approach of the con- 
stitution of the new provincial governments under the Govern- 
ment of India Act, 1935, becoming greater after Sir Otto 
Niemeyer’s Report. But without meeting the . accumulated 
liabilities in regard to the depreciation fund and the accrued 
contributions which formed the first charge on the surpluses 
of future years. Government could not appropriate the profits 
which might emerge. In fact, at the commencement of 1937 

** Report of the Railway and Harbour Affairs Commission, 1934, para 49, p. 131, 
Ibid., para 52, p. 13. 

Unilwny nnrl{7t''t Spopob 1937-S, p. fi. 
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railways were beginning to show increased receipts and the pros- 
pect of a surplus after meeting interest charges in full. A reso- 
lufcion was, therefore, introduced in the Assembly proposing an 
entire cancellation of the accumulated obligations and starting 
the financial year 1937-8 with a clean slate. The proposal to 
repudiate a debt of over Rs. 60 crores could not help arousing 
severe criticism and opposition.^^ Referring to the Govern- 
ment’s view that the actual balance at the credit of the fund at 
the time was sufficient, the Wedgwood Committee pointed out : 
‘The decision to write off the amounts borrowed from the depreciation 
fund does not alter the balance of the fund, nor does it affect the ability 
of the railways to increase the balance if that should bo thought desirable. 
It does, however, by relieving the railways of an obligation to repay the 
amounts borrowed, convey an implication that the present credit balance 
is an adequate one. 

The adequacy of this balance cannot be measured by reference to imme- 
diate requirements. The object of creating a depreciation fund is to 
enable regular annual appropriations to be made from revenue, in bad years 
no less than in good years, for the purpose of meeting expenditure on re- 
newals ; and this expenditure may fluctuate widely in amount from one 
year to another. It is essential that the fund should bo maintained at 
such a level as will permit of exceptional requirements being met ; more- 
over emergencies may arise, with far greater likelihood in India than iti 
Great Britain, which may make sudden and heavy demands upon the 
fund. Having regard to these considerations and to the balances which 
are regarded as proper on other railways of which we have experience, we 
are of opinion that the present balance of Rs. 14 crores is substantially 
lower than financial prudence demands, and that a normal balance of 
Rs. 30 crores would not be excessive.’^® 

It is indeed surprising that Government should have taken 
up this attitude in the face of the views so unequivocally ex- 
pressed by the Financial Commissioner, Railways, the Auditor- 
General and the Public Accounts Committee. There was, 
if anything, a strong case not only for not tampering with 
the fund, but for making additional provision to meet emer- 
gencies and other demands foreign to the essential purposes 

The principal aspects of this problem are discussed by the present writer in ‘Federal 
Finance and the Future of the Railway Contributions,’ Railway Accounts and Finance, 
Vol. Ill, pp. 65-77. 

Wedgwood Committee Report^ para 206, pp. 124-5, 


46— 16UB 
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of a proper depreciation fund. As the Wedgwood Committee 
remarked : 

‘The financial position of the railways is thoroughly unsound when the 
depreciation fund has to be raided to pay interest charges. Bad years 
are certain to recur in the future, as in the past. During the recent series 
of bad years it was found possible to maintain the full payment of interest 
charges only by drawing nearly Rs. 50 crores from the funds. The general 
reserve fund was depleted within three years, and the depreciation reserve 
fund Was reduced to one-quarter of its original figure before the economies 
effected and the return of better trade saved the situation. 

The fate of the cancellation resolution was thus clear. With 
the temper and strength of the opposition in the Central Legis- 
lature it was obvious that it would be lost if put to the vote. 
But without some such measure, it was imiiossible for the 
Government to appropriate the anticipated surplus during 
1937-8. Escape from this dilemma was found in a resolution 
moved by the Finance Member proposing a moratorium for 
throe years in respect of the repayment of these liabilities. 
Its acceptance permitted the appropriation of the surplus 
revenues by Government without making good the accrued 
liabilities during the depression. Far from facing the problem, 
it merely postponed a discussion of it for three years. After 
three years, the moratorium was once again renewed for a 
further term of two years. 

The status of the depreciation fund and its future was 
thus rendered exceedingly uncertain, in spite of all the attempts 
to clarify the problems and issues involved. It was obvious 
that unless railway revenues witnessed a phenomenal increase, 
the prospect of railways meeting the accumulated obligations, 
particularly to the depreciation fund was not likely to be 
different on the expiry of the extended moratorium. But 
the unexpected did happen after the outbreak of World War II. 
How the phenomenal increase of receipts solved these problems 
must be dealt with elsewhere. 

Before concluding this chapter, it should be stated that 
it has not been possible to -examine the provision for depre- 

Wedgwood Committee Beport, para 210, p. 127, 
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ciation on individual railways for three reasons.” Firstly, 
depreciation accounting applied only to the state- managed 
system. Though a pro forma account of depreciation on the 
same basis was kept for fhe^ company-managed lines, it had 
no significance to them in actual working results, as under the 
contracts they continued on the old basis of revenue bearing 
all charges of renewals and replacements. The depreciation 
accounts of the company-managed railways were thus only 
of theoretical interest. Secondly, the question of principle 
was more important than that of procedure and the individual 
railways had no voice in deciding it ; they merely carried 
out the rules laid down by the Railway Board. Thirdly, with 
the adoption of the percentage basis, details are no longer 
available for recent years, as the aggregate figure of the appro- 
priations to the fund has become a function of the capital 
at charge. 

Despite the shortcomings in the present system of depre- 
ciation accounting it must be recognized that it was a great 
step forward. There are not many foreign railways which 
have so comprehensive a system of depreciation accounting 
as the Indian railways. Apart from promoting the fidelity 
of railway accounting, it has clarified certain fundamental 
concepts in railway finance. The principles underlying the 
present rules, particularly after the change of 1936, are sound 
and beyond criticism. With the incorporation of the further 
refinements to include provision for betterments and amor- 
tization, the depreciation fund will constitute the best financial 
safeguard to combat obsolescence in future and to ensure the 
proper maintenance of our vast railway assets. Even from 
the less circumscribed point of view of national finance, it is 
desirable in the long run to place railway finance on a satis- 
factory footing so that the general budget is not affected by 
unexpected demands from railways caused by inadequate 
provision. 

Although the present position of the depreciation fund affords 
ground for satisfaction, the manner in which the whole question 
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was treated by Government during 1931-42, gives rise to concern 
for the future. The temptation of present gain to Govern- 
ment threatened the proper maintenance of the fund for over 
a decade. But for the turn in the tide, bringing spectacular 
increases in railway revenues since 1939, the continuance of 
the fund on the existing scale would have been in grave doubt. 
If sound policy is likely to be jeopardized by the financial 
exigencies of the State — which also happens to be the controlling 
authority for Indian railways — proper safeguards are necessary 
to avoid a similar situation in the future, a subject which is 
dealt with at some length later. 
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Towards the close of oiir study of railway expenditure, it 
was suggested that much of its intractability is to be ascribed 
to the trend of the wages bill. The importance of wages was 
obscured in our examination of railway expenditure by the 
minor heads and abstracts. It is only when the total amount of 
wages is considered separately that the cost of staff is found to be 
the largest single item in the annual disbursements of railways. 

Indian railways are the largest employers in^ the country 
and their wages bill amounts to more than Rs. 35 crores a year. 
The number of employees on all railways exceeded eight hundred 
thousand in 1929-30 and seven hundred thousand in 1936-7. It 
is not therefore surprising that the cost of a staff’ of this magnir 
tude should amount to 50-5 per cent of total working expenses, 
as the following comparison for selected years indicates : 

PROPORTION OF THE COST OF STRAFF TO TOTAL WORKING 

EXPENSES* 


Year 

1924-51 

1929-30 

1936-7 


{In crores of rupees) 


Total working 
expenses 

66- 35 
73-82 

67- 47 


Cost of staff 
33-11 
39-70 
36-62 


% of total working 
expenses 
50 
54 
54 


* Railway Board's Reports. Revised figures used wherever available, 
-j- Excludes Jodhpur Railway. 
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After the last war, there was a prodigious increase in the 
cost of staff. The total cost on the fourteen Class I railways 
— as they were later termed— more than doubled over a period 
of nine years, 1913-4 to 1921-2. The figures may not be 
strictly comparable owing to certain items included from 
1923-4 onwards, and still further items from 1928-9 onwards, 
but even confining our attention to 1913-4 to 1920-1, the 
percentage increase was 91 over the pre-war period ; it rose 
to 126 during the next two years. From 1924-5 onwards 
a still greater increase occurred, reaching the peak figure of 
Rs. 39*7() crores in 1929-30, or a percentage increase of 184. 
Although the increase was slightly exaggerated by the in- 
clusion of certain new items, the figures bear witness to the steep 

TABLE 89. TOTAL NUMBER AND COST OF EMPLOYEES* 
(Class 1 Railways) 


Number of employees Open line Cost of staff 

All railways Class I railways Class 1 railways 


Year 

No. 

/o 

No. 

0/ 

/o 

Rs. in crores 

/o 

1918-4 

638,805 

100 

618,374 

100 

1401 

100 

1920-1 

749,010 

118 

725,689 

117 

26*68 

191 

1921-2 

759,846 

120 

784,945 

119 

28*90 

206 

1922-8 

749,680 

118 

723,241 

117 

29*02 

207 

1928-4 

720,754 

114 

695,960 

118 

31*42 

226 

1924-5 

745,216 

118 

715,608 

116 

3311t 

286 

1925-6 

751,603 

119 

721,242 

117 

34*71 

248 

1926-7 

772,563 

122 

740,164 

120 

36*34t 

259 

1927-8 

802,209 

127 

768,648 

124 

88*14 

272 

1928-9 

808,438 

128 

774,515 

125 

39*81§ 

281 

1929-80 

817,783 

129 

788,902 

127 

89*70 

284 

1980-1 

781,859 

124 

746,779 

121 

89*12 

279 

1931-2 

731,979 

116 

679,048 

113 

86*41 

260 

1982-8 

710,512 

112 

678,046 

110 

84*89 

245 

1988-4 

701,436 

111 

667,371 

108 

85*15 

251 

1984-5 

705,656 

111 

670,610 

108 

85*40 

258 

1985-6 

712,778 

113 

676,817 

109 

.86*36 

259 

1986-7 

687,260 

109 

674,790 

109 

86*62 

261 


* Railways in India Administration Report, 1913 4, 1920-1 ; Indian Railways Ad- 
ministration Report, 1921-3; aud Railway Board's Reports for subsequent years. Revised 
figures, wherever available, have been used. 

f In Railway Board’s Report for 1924-5 it is stated that from that year onwards the 
figures include salaries, wages, overtime allowances, and all other allowances which are 
of the nature of extra pay, and which are not granted to meet some expense incurred 
in the performance of duty such as travelling allowance. But in the Memorandum of 
the Railway Board for the Royal Oo?nmission on Labour, 1930, the figure for 1913-4 is also 
supposed to include the same items. 

X Excludes Jodhpur. 

§ The figures from 1928-9 onwards include also bonus contributions, contributions 
to the provident fund, gratuities and the cost of construction staff. 
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rise in the cost of staff., The wages bill, as may be seen fi'om 
Table 89, showed a decrease during the period of the depression 
and, in 1932-3, the lowest level was touched with an expenditure 
of Rs. 34*39 crores. During the next four years there was an 
increase, and in 1936-7 the cost of wages increased to Rs. 36*62 
crores. The economies which were carried out during 1931-7 
had apparently little effect on the cost of staff, which during 
the period stood more than 2|- times that for 1913-4. 

In making a comparison with earlier years, it should be 
borne in mind that extensions to the railway systems have led 
to increases of staff. From 633,000 in 1913-4, the number of 
employees increased to about 750,000 in 1920-1, an increase of 
18 per cent. During the next four years, 1921-5, there was 
fluctuation, but by 1925-6 the number rose again to the pre- 
vious level. The years which followed the Separation Con- 
vention witnessed a rapid rise and in 1929-30 the number of 
employees stood at 817,733, an increase of 29 per cent. The 
rise in the cost of stafi* was thus considerably greater than 
the comparative increase in the number of employees, which, 
on the Class I railways, tended to be slightly dess than that 
indicated by the figures for all railways. 

RISE IN STAFF COSTS COMPARED WITH OTHER FACTORS 

As the strength of staff' maintained is also determined by 
the volume of traffic, we may compare the pace of increase 
in the cost of staff and the number of employees with that 
in the passenger milage, ton milage and route milage. It 
will be seen from the comparative figures given in Table 90 
that during the twelve years, 1913-25, the route milage of 
the Class I railways rose from 30,533 to 32,604, an increase 
of 7 per cent. The business of the railways, namely, the 
volume of transportation in terms of passenger miles and ton 
miles, increased respectively by 19 per cent and 35 per cent. 
The number of employees went up by 16 per cent. The highest 
percentage of increase is that shown by working expenses, 
which stood 110 per cent higher than in 1913-4. Even higher 
stood the increase in the cost of staff, which was 139 per cent. 
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TABLE 90. COMPARATIVE INCREASE IN COST OF STAFF* 
(Class I Railways) 


1913-4 

1924-5 

%of 

1913-4 

1929-30 

%of 

1913-4 

1935-6 

%of 

1913-4 

Route milage 30,533 

32,604 

107 

35,346 

116 ' 

35,964 

118 

Passenger miles 15,707 

18,585 

119 

21,626 

138 

16,821 

107 

Ton miles 15,213 

20,621 

135 

20,802 

137 

19,776 

130 

No. ofem- ^ 597,415 

693,814 

116 

774,872 

130 

654,080 

109 

ployees 

Working Rs. 31*29 

65*56 

210 

72*17 

231 

64*52 

206 

expenses 

Cost of staff Rs. 13 ’62 

32*57 

239 

38*77 

286 

35*30 

259 


* So\irco : For 1913-4, Report of the Royal Commission on Labour in India, 1931, 
p. 149 ; for siibsequont years. Railway Board's Reports, Vol6. I and II. The figures used 
are revised, and exclude the Jodhpur and N.(G.)S. Railways. The number of employees 
and cost of staff for 1929-30 and 1935-0 include construction staff. Passongor miles 
and ton miles are in millions, and Ks. in crores. 


The comparatively higher rate of increase in the cost of 
staff is seen in a still more accentuated form in 1929-30. The 
percentage increase of wages was still higher than that of all 
other factors and amounted to 185. The increase in the wages 
bill was out of all proportion to the increase in the route milage, 
transportation effected, number of employees or total working 
expenses. , 

The increase in the cost of wages has been general and 
is to be noticed on all railways. In Table 91, the increase 
in the cost of staff on the Class I railways is compared with 

TABLE 91. COMPARATIVE INCREASE IN COST OF STAFF ON THE 
PRINCIPAL STATE-OWNED RAILWAYS* 


(1913-4== 100) 



Route Pass’gr 

1934-5 

Ton No. of 

Cost of Route 

Pass’gr 

1929-30 

Ton 

No. of 

Cost of 

Railways 

milage 

miles 

miles 

omp’ees 

staff 

milage 

iffiles 

miles 

emp’eos 

staff 

Burma 

115 

114 

166 

129 

212 

132 

123 

207 

145 

256 

E.B. 

103 

119 

115 

107 

222 

113 

148 

136 

125 

274 

E.I.t 

101 

105 

140 

127 

263 

96 

132 

135 

116 

290 

G.I.P. 

114 

126 

114 

85 

244 

122 

135 

101 

112 

287 

N.W. 

112 

136 

126 

112 

231 

132 

166 

111 

130 

290 

A.B. 

129 

172 

140 

126 

140 

157 

220 

201 

178 

300 

B.N. 

111 

138 

178 

162 

256 

122 

147 

233 

181 

336 

B.B.&C.T. 

105 

128 

142 

118 

274 

107 

121 

134 

124 

306 

B.&N.W.J 

102 

123 

141 

108 

179 

102 

150 

140 

115 

205 

M.&S.M. 

97 

110 

141 

116 

220 

103 

127 

152 

123 

247 ■ 

R.&K.t 

103 

122 

135 

108 

162 

103 

112 

150 

123 

178 

S.I. 

113 

86 

122 

117 

219 

142 

120 

149 

144 

268 


* Calculated figures taken from Indian Railways Administration Report, 1913-4 
and Railway Board's Report 1929-30. 

f Includes the figures of the 0.«feR. 


I Not State-owned. 
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the increase which has taken place in the route milage, traffic 
and the number of employees. On three railways, the A.B., B.N. 
and B.B.&C.I., the cost as compared with 1913-4 had trebled or 
more than trebled by 1929-30. The B.&N.W. and R.&K. 
exhibited the lowest extent of increase. The other railways had 
increases of 150 per cent. The percentages for 1929-30 disclose 
a further increase on those for 1924-5 on all the lines. 

REVISION OF SCALES 

It should be observed that a large increase had already 
occurred by 1924-6 and that the subsequent increase was only 
a continuation of the movement. During and immediately 
after the war, the price level and the cost of living rose by 
leaps and bounds. The average cost of articles of consumption 
as compared with the price level in July 1914 stood 12 per 
cent higher at the end of the first year of the war, 
25 per cent at the end of the second year, 42 per 
cent at the end of the third year, 78 per cent at the end of 
the fourth year and 88 per cent at the end of December 
1918. In the case of certain articles the increase was much 
greater. It was realized by 1917 that the cost of living had 
advanced considerably and that salaries and wages had to 
be increased. To meet these conditions, temporary increases 
were given to railway labour in 1917 in the form of a war 
allowance, the rate of which was enhanced from time to time 
till 1920. In that year the allowance was merged in a general 
revision of the scales of pay. The scheme of revised pay, as 
framed and sanctioned, took account of the increased cost 
of living in the different provinces traversed by railways. As 
the lower-paid employees were particularly- affected by the 
higher prices of the necessaries of life, the percentage of in- 
creases was fixed on a sliding scale, giving much larger propor- 
tionate increases in the lower grades. These measures were 
not designed for railways alone ; they were part of the general 
policy of Government. As the State railways were managed 
as a department of the Government of India the changes 
introduced in other departments were applied to the railways 

46-1614B 
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as well. According to the increases sanctioned, the employees 
on different grades of pay received increments approximately 
on the following basis^: 


Men on Rs. 10 to 20 on 1 August 1914 would get 
„ 25 „ 60 

„ 70 „ no 

„ 120 „ 250 

„ '260,, 330 

„ above Rs. 330 Rs. 100 lump sum addition. 


66 per cent 
50 

about 40 ,, 

„ 33 


When these enhancements were made the need to provide 
for an adjustment in the event of a decline in the cost of living 
was overlooked. In 1920, when the rates of pay of nearly all 
classes of government servants, including those on the railways, 
were increased by about 100 per cent on the ground that the 
cost of living had gone up, there was no stipulation, as was 
made in Great Britain, that the qxiestion would be reconsidered 
when prices came down. The Tnchcape Committee, pointing 
out this omission, stated that whereas in 1920 the index number 
for Bombay was 193 on the basis of the pre-war standard 
figure of 100, it had come down to 156 at the time of their 
enquiry. In view of the decline they recommended that the 
matter should be investigated by the Central and Provincial 
Governments. In 1924 the Royal Commission on the Superior 
Civil Services in India^ made certain recommendations as 
regards the pay and allowances of government officers. Before 
discussing the developments from that year onwards the 
character of the post-war and post-separation changes in the 
standards of salaries and wages may be briefly indicated. 

The effect of the successive revisions in the scales of pay 
of the different classes of railway employees may be seen from 
Table 92. The figures indicate that the average cost of em- 
ployees of all classes had gone up considerably. It may be 
seen how the average cost for 1928-9 was very much higher 
as compared with 1920-1, which reflected the increases justified 
by the war-time rise in the cost of living. 


1 Memorandum hy the Railway Board for the Royal Commission on Labour, 1930, p. 307, 
^ Hereinafter referred to as the Lee CommisBion, 
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TABLE 92. AVERAGE COST PER EMPLOYEE* 


Transportation Mechanical engineering 

(Traffic) (Loco, carr., & wagon) 



iai3-4 

1920-1 

1928-9 

1913-4 

1920-1 

1928-9 

Railways 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 


I. 

Superior 

officers 




E.B. 

8,657 

9,845 

15,462 

9,544 

10,600 

16,097 

G.I.P. 

. , 


17,069 


. , 

20,827 

A.B. 

7,555 

10,199 

11,019 

8,188 

11,2.33 

12,636 

B.&N.W. 

7,560 

7,813 

12,498 

8,130 

9,967 

13,347 

B.N. 

8,942 

9,743 

14,286 

10,838 

13,862 

15,668 

B.B.&C.I. 

9,986 

9,727 

14,884 

10,566 

13,842 

13,240 

R.&K. 

5,718 

9,188 

8,335 

7,808 

11,715 

8,765 

S.I. 

9,732 

10,752 

13, .500 

12,300 

17,616 

14,.520 

II. Subordinate 

staff (drawing 

Rs. 250 

per mensem and 

over or 

on scales 


of pay rising 

to Rs. 250 and 

over) 



E.B. 

3,032 

4,335 

4,875 

4,145 

4,707 

4,857 

G.I.P. 



4,574 



5,583 

A.B. 

2,670 

3,207 

3, .571 

3,362 

4,634 

4,853 

B.&N.W. 

3,316 

3,669 

3,620 

3,072 

4,080 

4,284 

B.N. 

2,730 

2,636 

3,446 

4,.336 

5,298 

3,476 

B.B.&C.I. 

3,315 

3,216 

3,708 

4,437 

6,256 

5,585 

R.&K. 


3,126 

3,390 

3,147 

3,677 

3,666 

S.I. 

3*012 

3,300 

3,420 

4,080 

3,636 

3,996 

III. Subordinate staff (drawing scales of 

pay rising from Rs. 30 to 

less than 


Rs. 250 2 )er mensem or terminating at Rs. 

250) 


E.B. 

576 

686 

964 

1,180 

1,.332 

1,759 

G.I.P. 



890 

, , 


801 

A.B. 

602 

679 

7.57 

442 

569 

548 

B.&N.W. 

473 

534 

614 

708 

600 

510 

B.N. 

564 

723 

913 

420 

619 

757 

B.B.&C.I. 

591 

954 

1,774 

1,219 

1,645 

903 

R.&K. 

576 

556 

606 

796 

541 

618 

S.I. 

432 

636 

576 • 

1,116 

1,056 

1,092 


IV. Sii^ordinato staff (drawing less than and terminating under Rs. 30 

per mensem) 


E.B. 

Ill 

174 

209 

162 

221 

232 

G.I.P. 



249 



322 

A.B. 

165 

210 

201 

166 

191 • 

183 

B.&N.W. 

89 

122 

145 

102 

159 

192 

B.N. 

102 

146 

188 

108 

156 

222 

B.B.&C.I. 

124 

237 

217 

202 

332 

239 

R.&K. 

121 

147 

149 

107 

181 

171 

S.I. 

72 

156 

144 

216 

336 

348 


Memorandum by the Railway Board for the Royal Commission on Labour^ 1930, pp. 228-31. 
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The task of examining the trend of wages of the difterent 
groujis of railway employees is rendered exceedingly difficult bj^ 
the absence of adequate data. The information available is not 
only insufficient ; even what is supplied does not assist economic 
analysis. Till 1923-4, only the total number of employees 
and their aggregate wages were published in the Railway 
Board’s annual reports. After that year, the information 
was amplified to exhibit separately the number of officers 
and their total cost, the higher classes of subordinates in the 
different departments, and the total strength and cost of staff. 
The object of the additional information presented was to 
show the progress of Indianisation and the policy followed 
with regard to recruitment each year. Thus the statistics 
available throw more light on the racial or communal com- 
position than on the economic aspects of railway labour. The 
broader classification adopted is that of dividing the employees 
into ‘gazetted officers’, or ^officers on a corresponding status’ 
on the company-managed railways, and ‘non-gazetted’, or 
subordinate staff. While detailed information is available 
as regards officers, additional data for non-gazetted staff relate 
only to a section, namely, ‘subordinates drawing Rs. 250 
per mensem and over or on scales of pay rising to Rs. 250 per 
mensem and over.’ This group is referred to as ‘upper’ sub- 
ordinates. But the bulk of the .employees is outside these 
two classes, and- their status and emoluments are only to 
be ascertained by inference.^ It is only since 1938-9 that there 
has been an improvement and statistics by certain pay- cate- 
gories are available. 

. ^ 

^ The inadequacy of the statistics of railway labour was commented upon by the 
Royal Commission on Labour in the following terms : ‘While acknowledging the ready 
assistance given by the Railway Board and its officers, we feel attention must be 
drawn to the necessity for information concerning staif matters being made more readily 
available in published reports. For many years the annual reports . . . have given operating 
and financial figures in considerable detail, but it is only within the past year or two that 
staff statistics have been published to any extent. These consist mainly of statements 
designed to show the progress made in Indianisation and in the recruitment of minority 
commimities and give very little information as to wages and staff costs in different 
branches of the service. We find an absence of uniformity in nomenclature which prevents 
exact comparisons being made of the numbers of employees and of working costs in the 
different departments of the various railways.’ The Commission recommended that 
proper figures should bo available and though that recommendation was made in 1931, 
the Railway Board has not varied its practice , — Royal Oommiasion Report on Labour 
in India, 1931, p. 171-2. 
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tn view of the limitations of the statistical data, we may 
consider the three broad categories of railway stafif.^ 

I. GAZETTED OFFICERS 

The number of employees in the officer grade during 1924-5, 
1929-30 and 1936-7 is shown in Table 93. The increase which 
had occurred in the number of officers up to 1930 was, as 
shown by these figures, replaced by a decrease by 1936-7 to 
levels lower than in 1924-5 itself. 


TABLE 93. NUMBER OF GAZETTED OFFICERS AND OETTCERS 
OF CORRESPONDING RANK ON COMPANY-MANAGED RAILWAYS* 


Railways 

1924-5 


1929-30 


1936-7 


Burma 

105 


126 


97 


E.B. 

i25 


137 


119 


E.I. 

314 


338 


300 


G.I.P. 

221 


245 


215 • 


N.W. ' 

293 


313 


267 



— 

1,058 

— 

1,159 

— 

998 

Ry. Board & misc. 

offices 

84 


99 


77 

A.B. 

61 


78 


68 


B.N. 

221 


219 


190 


B.&N.W. 

59 


72 


73 


B.B.&C.I. 

194 


188 


170 


M.&S.M. 

144 


157 


137 


R.&K. 

13 


13 


17 


8.1. 

114 


149 


124 



— 

806 



876 

— 

779 



1,948 


2,134 


1,852 


* Railway Board’s Reports, Vol. I. 


Changes in scales of pay 

The scales of pay for officers have an interesting history.^ 
The original scales prior to 1900 wore revised by the addition 
of a number of refinements during 1908-12, such as time-scales 
and improved grades. During 1919-22 time-scales were in- 
troduced for all departments and a ‘technical’ pay for civil 
and mechanical engineers and an ‘overseas’ pay for officers 


^ Tho terms ‘gazetted’ and ‘non-gazettod’, though strictly speaking applicable only 
to the State railway staff, have been used to indicate the two groups of corresponding 
status on the company railways, for the sake of convenience and to avoid confusion of 
terms. 

5 See Railway Retrenchment Sub-Committee Report, pp. 57-8. 
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recruited from Europe were added. The standard of the 
scales was as follows : 

Assistants (junior scale )Rs. 300-900 plus Rs. 75 technical allowance 
District officers (senior scale) Rs. 550- / for engineers plus overseas pay 
1,300 ' ^ Rs. 150 to Rs. 250 for Europe - 

‘ ^ recruited members. 

Deputies varying from Rs. 1,750 to Rs. 

2,150, engineering and Agency 
Chiefs varying from Rs. 2,750 to 3,1)00 (engineering) 

Agents Rs. 3,500 

As a result of the Lee Commission’s recommendations, new 
Superior Civil Services rules were made in 1924 according 
to which salaries were split up into ‘basic’ pay and ‘overseas’ 
pay, the. latter being a fixed amount varying according to 
the scales of ‘basic’ pay from £15 to £30. A second change 
in the standards of compensation was the more liberal system 
of passage allowances to European officers. Thirdly, officers 
were accorded increased facilities for medical attendance. 

The revision of 1924 left the scales of assistants and dis- 
trict officers undisturbed, but the maximum of overseas pay 
was raised to Rs. 300 with a sterling rate varying, as stated 
above, from £15 to £30. In the following year, with the 
introduction of the divisional system, a new class of officers, 
divisional superintendents, came into existence, and their 
scales of pay were fixed at Rs. 1,950 to Rs. 2,150. 

High cost criticised 

The justification for the successive enhancements and 
modifications of pay since 1900 was ‘increased responsibility’, 
‘to attract recruits of the right stamp from England’, ‘abnormal 
rise in the cost of living’, etc. Discussing the criteria of pay 
and service, the Islington Commission of 1913-6 observed that 
‘Government should pay so much and only so much to their 
employees as is necessary to obtain recruits of the right stamp 
and to maintain them in such a degree of comfort and dignity 
as will shield them from temptation, and keep them efficient 
for the term of their service.’ On this principle the com- 
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mission* held that it would meet the case if an incremental 
scale of Rs. 250 to Rs. 500 for provincial services and Rs. 
300-1,000 or Rs. 1,050 for Imperial services was adopted, with 
of course selection grades or posts on pay suitable to each 
service. For officers recruited from Europe a slightly higher 
rate, equivalent to an advantage of Rs. 186 per mensem, was 
adopted. Correlating the scale to the decline in the cost of 
living and recognizing the limitations of the wholesale price 
indices, the Railway Retrenchment Sub-Committee recom- 
mended the Islington scales to new entrants, as ‘it would be 
‘^'restoring the real pay of the services to the level” which was 
expected to be attractive in 1916, when conditions were no better 
than they are now.’® The sub- committee agreed with the Rail- 
way Board in the view that continuous time- scales of pay are 
generally undesirable, except in the first few years of an officer’s 
service, and consequently did not recommend any time-scale 
for the pay of senior scale officers. With regard to the pay 
of the Agent, however, they would not fix any definite limit : 
‘The actual pay given must depend on the man’.^ 

It will have been seen from the foregoing summary of the 
changes in the scales of pay of officers that by 1931 the standards 
were pushed up. During the period following the Separation 
Convention, there was also a gradual fall in the cost of living 
and the enhancements which were made to compensate for the 
higher cost of living during the immediate post-war years 
ceased to have any justification. The decline in the price level 
had also another consequence : the scales of real as opposed 
to nominal pay were raised higher with every fall in the 

* Bailway Retrenchment Sub-Committee Report^ p. 69. Tho new scales of pay recom- 
mended by the sub -committee were ; 

Junior scale — from Rs. 250 to 500 with overseas pay between Rs. 100 and Rs. 250. 

Senior scale— Rs. 600-800-1,000 ’ ,, „ „ ,, 

Deputy heads of departments — Rs. 1,250 and 1,500 with overseas pay Rs. 150. 

Divisional superintendents — Rs. 1,750, with overseas pay of Rs. 160. 

Heads of departments — Rs. 2,000 (Rs. 2,250 on larger railways). 

Agents— Rs. 3,000, 

It was added that overseas pay would bo admissible only if the recruits of European 
domicile were recruited from Europe. 

’ The sub-committee said : ‘ . . . wo think that circumstances might easily arise in 
which it would be very desirable to go • outside the ordinary run of railway men to select 
for tho post of Agent a particularly good business man, for example of the type of Sir 
Josiah Stamp, who is now tho head of one of the biggest English railways. Salaries 
must in such case be a matter of negotiation.’ — Ibid., p. 59, 
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price level. If the higher scales adopted in the early twenties 
were fair and equitable at the prevailing level of prices, 
the decline in the latter should have been followed by a cor- 
responding readjustment in the former. 

The changes enumerated in the preceding paragraphs were 
those introduced on the state-managed railways for officers 
of gazetted rank. Company-managed railways generally 
followed the state-managed railways in these matters and 
introduced similar enhancements in regard to the salaries of 
their own officers. Thus all the Lee concessions which were 
granted to State railway officers were extended to company 
railway officers as well.® 

Turning now from scales of pay to strength of staff, the 
position in 1931 was reviewed by the Railway Retrenchment 
Sub-Committee. They found that there was ‘a yrima facie 
case for drastic reduction.’ According to them the increase 
on the North Western Railway in the number of officers was 
not justified.^ The curtailment of capital works for which 
most of these officers were engaged did not affect their strength. 
There was, similarly, room for reduction in the leave and 
deputation reserves and the permanent posts for construction 
and surveys.^® The sub -committee stated their conclusion 


* The officers of company-managed railways were treated on the same footing as 
their confreres on state-managed railways.- Thus in the Budget for 1926-7, provision 
was made foir an arrear payment of Rs. 17 lakhs for the extent ion of the Lee concessions to 
officers of the E.I., G.I.P., and company-managed railways with effect from 1 April 1924, 
Vide Budget for 1926-7, p. 91. 

® The figures quoted by the sub-committee were : 



1924 

1931 

Bridge department 

4 

10 

Electrical department 

3 

7 

Mechanical shops 

6 

15 


The Retrenchment Sub -Committee observed : ‘The new cadres of officers for state - 
managed railways include 139 posts in the jimior scale to provide a reserve for leave and 
deputation and also 36 posts for construction and surveys. We were informed that the 
former was calculated at 20 per cent of the working posts roughly divided as 16 per cent 
for leave and 4 per cent for deputation. We discussed with the Railway Board the possi- 
bility of reducing this reserve as we were of opinion that it is not necessarily an economical 
plan to have such a reserve. It was likely in our opinion to lead to a superfluity of officers 
during the winter when fewer officers went on leave. Mr. Hayman admitted that in 
winter the present leave reserve might prove excessive, but he claimed that it was for 
that reason that they had combined the leave and deputation reserves, the idea being 
to use the surplus officers for special duties during the winter. We are not enamoured 
of this arrangement. With a superfluity of officers, there is always a tendency to create 
work for them and this leads to further unnecessary expenditure. We are convinced, 
therefore, that the leave reserve should be based on the minimum number of officers on 
leave at any time during the year and that the larger number of vacancies that exist in 
other parts of the year owing to the greater number of officers on leave should be filled 
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in the following terms : ‘Railways should, in our opinion, not 
have a bigger staff than in 1924, seeing that the traffic is likely 
for several years to be on a lower level, and work connected 
with the capital program considerably reduced.’ Apart from 
this they also proposed drastic cuts in salaries on a graduated 
scale. 

Within a few weeks of the publication of the Retrenchment 
Sub-Committee’s Report, the Government of India, with the 
approval of the Secretary of State, brought into effect from 
December 1931 the Railway and Posts and Telegraphs (Emer- 
gency Deductions from Salaries) Rules, 1931, according to which 
a deduction was made from the pay and allowances in the 
nature of pay for all railway servants, including the daily 
rated employees on the following scales : 

Where the pay and allowances in the nature of pay 

^ Reduction 

(i) do not exceed Rs, 30 per mensem Half an anna in the rupee for 

every complete rupee 

(ii) exceed Rs. 30 but do not exceed One anna in the rupee for every 

Rs. 83-5-4 per mensem complete rupee # 

(Hi) exceed Rs. 83-5-4 per mensem 10 per cent^^ 

In addition to this emergency cut in salary, the cadres 
themselves were reduced in strength. In February 1932 the 

in an officiating capacity by deserving subordinates. This procedure will have the addi- 
tional advantage of enabling the administration to test the capacity of those subordi- 
nates before permanently promoting them. This will bo all the more necessary as owing 
to our proposal to abolish the lower gazetted service, the percentage of promotion from 
subordinate ranks to the superior services is likely to be increased in future. Wo under- 
stood from the Railway Board that at present they wore not in a position to say what 
were their minimum requirements for leave. Till such experience has been gained, we 
recommend that the present reserve should be at once cut down by half. Similarly in 
view of the fact that -at present and for the next few years, there is very little hope of 
money being found for now construction we consider that it is unnecessarily extravagant to 
provide in the permanent cadre for posts for constructions and surveys and we r6c(jmmend 
that the 36 posts provided therein should bo abolished forthwith .’ — Railway Retrenchment 
Sub-Committee Report, p. 54. 

The sub-committee proposed, after discussion with the General Retrenchment 


Advisory Committee, the following rate of cuts on salaries : 

For every rupee of the first thirty rupees of every salary or wage 3^ 

for every rupee of the next seventy rupees Oj 

for every rupee of the next four hundred rupees 7^ 

for every rupee of the next thousand rupees 10 

for every rupee of the next fifteen himdred rupees 16 

for every rupee of the remainder 20 


This cut was to include all pay and such allowances as would be taken into consi- 
deration in assessing income tax — Ibid., p. 60. 

But provident fund bonus and gratuity were allowed on the rates of pay which would 
have been drawn but for the deduction — Railway Board's Report 1931-2, VoJ. I, p. 64. 


47— 1614B 
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Railway Board ordered the reduction of the number of officers 
from 1,037 to 932, out of which 29 posts were held in abeyance. 
On company-mjanaged lines 24 posts were -abolished and 46 
held in abeyance. Including the Railway Board’s office, the 
total reductions amounted to 153 on state-managed and 70 
on company-managed railways. As a result of the retrench- 
ments, the services of a large number of temporary engineers 
were terminated. Special pay and allowances were either 
abolished or reduced, and railway servants of all ranks were 
expected to take up some additional work, or perform work 
of a more onerous character without additional remuneration.^^ 

The number of officers in the gazetted or corresponding rank 
on Class I railways, compared with 1929-30, showed a reduction 
during 1931-2 to the extent of 9 per cent. Excepting the 
transportation department, all departments showed a sub- 
stantial decrease. The full effects of the policies were realized 
only from 1933-4 onwards, when the reductions increased 
to 13 per cent, as compared with 1929-30. In the same year 
th^ emergency cut in pay was reduced from 10 to 5 per cent 
on both state-managed and company-managed railways. It 
was finally abolished in the succeeding year, although the 
financial outlook was no better than in the previous year. 

New scales 

In October 1933 the Railway Board, with the sanction of 
the Secretary of State, revised the scales of pay of new entrants 
to the Superior Service (Officer grades) to be introduced 
during the year 1934-5. The new scales represented a sub- 
stantial reduction, but as they did not affect those already in 
service prior to 16 July 1931, the savings expected would not 
materialize for almost a generation. The character of the 

Thus, the sanctions as regards personal pay wore not renewed. Acting allowances 
were reduced by orders to the effect that no officiating arrangements for periods less than 
21 days should be made. Compensatory allowances (allowances granted to compensate 
for the higher cost of living in such cities as Calcutta, Bombay, Rangoon, etc.) granted 
to officers were reduced by 12^ per cent. Other compensatory allowances were reduced 
by the same percentage and when house allowances were inadmissible, by lO per cent. 
Railway allowances granted to staff on relieving duty were also abolished — Railway 
Po(ird^s Report 1931-2, Vol. I, p. 63, 
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new monthly scales as compared with the old can be under- 
stood from the comparative figures given below for certain 
administrative and other posts. 


I. Administrative posts 

Old scale 

New scale 


I. Chief engineer Rs. 2,750-125-3,000 

2,250 


Chief operating superintendent 

2,750-125-3,000 

2,250 


Chief commercial manager 

2,500 

2,000 


Chief mechanical engineer 

2,500-125-2,750 

2,250 


Chief accounts officer 

2,200-100-2,500 

2,000 


2. Deputy Agent 

1,950 

1,300 


Deputy chief engineer, and 

1,950 

1,300 


other deputies 




11. Other posts 




Junior/asst, officer’s scale 

375-50-975 

350-25-500 


(engineering) 




Sonior/district officer’s scale 

625-2/50-1,375 

Grade I 

750 



„ IT 

850 



„ III 

950 


Although the effect of the new scales of pay may not be 
noticed for some years, there can be no doubt that the revision 
has been in the right direction and will in the course of years 
tend to correct the increases in the twenties. 

II. UPPER SUBORDINATES 

The subordinate staff* — ^non-gazetted staff’ on state-managed 
railways and those on a corresponding status on company- 
managed railways — embrace all employees other than those 
included in the class of officers. Their pay may vary from work- 
shop labourer’s daily wages of a few annas to twice the starting 
pay of a gazetted officer. A distinction is made, however, 
between ‘upper’ subordinates and other non-gazetted employees. 
The former draw a scale of pay and enjoy a position higher 
than other subordinates. 

Number and cost 

The number of upper subordinates on Class I railways, 
excluding the Jodhpur and the N.(G)S. Railways, shown in 


Seo the State Raihoay Establishment Code for further details and for other posts. 
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Table 94, indicates comparatively fewer employees of this gi'oup 
on company-managed lines. Between 1924 and 1930 there was 
an increase of 18 per cent over all systems. It is also of interest 
to observe that the percentage increase on state-managed 
railways was about double that on company-managed railways. 
Between 1930 and 1937, there was a decrease of 13 per cent. 
The total number of upper subordinates on company-managed 
railways dechned from 109 to 98 per cent, and on state-managed 
railways from 119 to 101 per cent. 

TABLE 94. NUMBER OF UPPER SUBORDINATES ON THE CLASS I 
RAILWAYS, EXC. THE JODHPUR & N.(G). S. RAILWAYS* 


State-managed Company -managed 


Railways 

1924-5 

1929-30 

1936-7 

Railways 

1924-5 

1929-30 1936-7 

Burma 

318 

469 

374 

A.B. 

95 

99 

113 

E.B. 

417 

484 

402 

B.N. 

889 

869 

830 

E.L(& O.&R.) 

1,973 

2,188 

1,871 

B.&N.W. 

107 

112 

104 

G.I.P. 

1,243 

1,549 

1,252 

B.B.&C.I. 

939 

1,100 

941 

N.W. 

1,230 

^ 1,457 

1,347 

M.&S.M. 

290 

331 

318 

Ry. Board & 


229 

230 

R.&K. 

25 

25 

19 

other offices 




S.I. 

296 

334 

269 

Total 

5,181 

6,376 

5,476 

Total 

2,641 

2,870 

2,594 

Total state-managed and company-managed 

railways 

7,822 

9,246 

8,070 


’^Railway Board's Reports, Vol I. Revised figures wherever available. 


The distribution of these employees between different 
departments is indicated in Table 95, but only some broad 
conclusions may be drawn from these statistics as there has 
been some interchange of staff in certain years between certain 
departments. During the first six years after the Separation 
Convention it is found that the number of upper subordinates 
recorded a considerable increase, particularly in the mechanical 
engineering, stores. Agency and engineering departments. 
The largest number on all Class I railways was maintained 
during the two years 1929-31, and during this period the 
highest levels were reached. The peak figure was, of course, 
in 1929-30. Between 1929-30 and 1936-7 came about a great 
decrease which gradually reduced the strength from 9,246 
on 31 March 1930 to 8,070 on 31 March 1937, which represented 
the lowest figure for upper subordinates since 1925-6. 

Turning from the number of this class of non-gazetted 
employees to their cost, it will be recalled that an indication 
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TABLE 95. NUMBER OP UPPER SUBORDINATES EMPLOYED BY 

DEPARTMENTS* 

(Class I Railways) 


Departments 


1924-5 

1925-6 

1926-7 

1927-8 

1928-9 

1929-30 

Agency 


82 

85 

100 

98 

104 

109 

Accounts 



. . 




479 

Engineering 


1,325 

1,415 

1,5M 

1,520 

1,557 

1,628 

Transportation 


2,523 

2,222 

2,160 

2,205 

2,335 

2,480 

Commercial t 


162 

169 

145t 

162t 

158 

164 

Mechanical 


2,699 

3,224 

3,291 

3,336 

3,426 

3,488 

engineering 

Stores depart- 


138 

151 

154 

154 

173 

175 

ment 

Other depart- 


893 

907 

933 

1,012 

1,046 

594 

ments 

Railway Board 
and other 



. . ^ 

122 

131 

218 

229 

offices 

Total 


7,822 

8,173 

8,420 

8,617 

9,017 

9,246 

Departments 

1930-1 

1931-2 

1932-3 

1933-4 

1934-5 

1935-6 

1936-7 

Agency 

114 

107 

96 

94 

100 • 

- 100 

96 

Accounts 

468 

448 

440 

451 

413 

418 

409 

Engineering 

1,456 

1,356 

1,287 

1,225 

1,190 

1,188 

1,180 

Transportation 

2,379 

2,257 

2,175 

2,099 

2,137 

2,107 

2,025 

Commercial 

149 

139 

135 

141 

119 

121 

178 

Mechanical 

3,489 

3,305 

3,320 

3,243 

3,237 

3,172 

3,241 

engineering 

Stores depart- 

179 

179 

173 

177 

171 

165 

165 

ments 

Other depart- 

603 

583 

575 

610 

595 

594 

546 

ments 

Railway Board 

219 

241 

214 

205 

216 

226 

230 

and other 
offices 

Total 

9,056 

8,685 

8,415 

8,245 

8,178 

8,091 

8,070 


* Railway Board's Reports, Vol. I. The figures against certain heads left blank for 
certain years are not available and are included in the figures of ‘other departments’, 
t R.&K. has included also Transportation under this head. 

I The cost of this department on the B.N., B.B.&C.I., Burma, E.B., M.&S.M. 
and R.&K. is included under Transportation. 


has already been given. The scales of pay of upper subordinates 
were revised in 1920. The extent of increase in 1920 is disclosed 
by the figures given in Table 92. A general idea as to the 
subsequent changes up to the orders of 1933 may be formed from 
the following scales of pay of staff in the office of the Railway 
Board. The scale under A refers to those who were in permanent 
service prior to 1 November 1924 ; the scale under B to those 
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who entered service after that date, but before 16 July 1931 ; and 
the scale under C to those who joined on or after 16 July 1931. 


SCALES OF PAY OF THE RAILWAY BOARD, UPPER 
SUBORDINATE STAFF* 


A 

Ministerial establish- 200-15-365-500 

ment : 

Assistants, 1st Division 375-25-500 
Clerks, 2nd Division 100-8-300 

300-25-350 

Stenographers 175-9-400 


B 

180-15-4 50 


100-8-260 

150-10-300 


C 

140-10-310 (E.B.) 
' at Rs. 280 

80-4-120-5-200 

125-5-180-10-300 


* State Railway Establishment Code. E. T3. moans efficiency bar. 


There were similar changes in the pay of upper subordinates 
in the attached offices of the Railway Board and in different 
departments of the individual railway administrations. It 
is not i)ossible to refer to them in the brief survey that is at- 
tempted here. The instance just given affords a fair indication 
of the nature of the decrease in the scales of pay from 1931 
onwards. Here also the interests of existing employees have 
been protected, and only newly recruited staff would come 
under the operation of the lower scales. As with employees 
of gazetted rank, the effect of these changes in the cost of 
staff will be seen only gradually, when with the natural wastage 
of the older staff the recently appointed employees on lower 
scales take their place. 


III. LOWER SUBORDINATE AND OTHER NON-GAZETTED STAFF 

Employees not coming under the two categories already 
considered represent lower subordinates and other non-gazetted 
staff. The total number of this group is not stated separately, 
and can only be arrived at by deducting the number of officers 
and upper subordinates from the total staff. The magnitude 
of the numbers involved in this group may be judged from, 
the figures given below. This group constitutes the bulk of 
the railway staff. It would have been of interest to separate 
lower subordinates from the other non-gazetted staff but the 
information, unfortunately, is not available for the period 
under review. A general idea as to the proportions of the 
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three groups is afforded by certain comparative figures prepared 
by the Railway Board in 1935-6, according to which as shown 
below lower subordinates accounted for 384,000 out of a total of 
613,000, the balance being under labourers and inferior servants4^ 
The cost of the lower subordinates is not available on any 
satisfactory basis. 

TABLE 96. STRENGTH AND COST OF LOWER SUBORDINATE, 
LABOUR AND INFERIOR SI'AFF* 

(Bs, in crores) 



1913-4 

1923 

;-4 

1935 

-6 


No. 

Rs. 

No. 

Rs. 

No. 

Rs. 

Lower subordinates 

298,562 

7*36 

317,227 

14-94 

383,868 

20-03 

Labourers 

157,001 

L47 

177,816 

3-13 

154,290 

3-98 

Inferior servants 

56,699 

061 

67,678 

1-33 

65,386 

1-39 

Total all employees 

558,406 

12 63 

632,905 

27-00 

612,926 

31-79 


* Public Accounts Committee Report 1935-6, Vol. I, Part II, pp. 54-5. Figures relate 
to the 11 Class I railways excluding the Burma. 


A different type of analysis was adopted by the Royal 
Commission on Labour in 1931 on the basis of information 
supplied by the railway administrations. But as the figures 
included upper subordinates also, the information is not helpful 
in defining the status and wages of the remaining non-gazetted 
employees. The limitations of the statistical data thus render 
it impossible to undertake anything more than an examination 
of the information collected for, and during, particular en- 
quiries. It will be seen from the figures of the lower category 
of the subordinate staff shown in Table 92 that the average 
cost increased during 1921-9. 

Minimum wage, 

From 1930 onwards, due largely to the growing influence of 
organized labour, the recommendations of the Royal Commission 
on Labour, and the policy of Government to improve labour 
conditions, action was taken to liberalize the scales of wages 
and the conditions of work. Prior to April 1929, the investi- 
gations made were of a general nature on which it was not 
possible to build up a scheme of revision. Early in 1930 an 

Ptiblic Accounts Co?nmittee Report 1935-6, Vol, I, Part II, p. 55, 
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attempt was made to revise the scales on the E.B. and G.I.P. 
Railways on the basis of a minimum wage. An increase in 
the wages of lower-paid employees was sanctioned to these 
administrations with effect from April 1930. The estimated 
extra recurring cost was Rs. 4*5 lakhs and Rs. 5 lakhs, res- 
pectively, for the E.B. and G.I.P., though the immediate cost 
was greater on the latter, namely, Rs. 8 lakhs. The A.B. 
also inj^roduced, on the lines of the E.B., revised scales of pay 
for its subordinate staff in the traffic, locomotive, engineering 
and medical departments, at an estimated increased expendi- 
ture of Rs. 1*18 lakhs, of which 83 per cent was on account 
of increases in the lower services. In July 1930, the M.&S.M. 
had its proposals for bringing the wages of lower grades into 
line with those on state-managed railways sanctioned at an 
extra cost of Rs. 4 lakhs. A further revision of the pay of 
its clerical establishment was also sanctioned three months 
later at an estimated annual cost of Rs. 67,000. On the E.I., 
an investigation on similar lines was made in 1930, and in 
September of that year its proposals were given effect to at 
an estimated cost of Rs. 11 lakhs per annum. Similar enquiries 
were also instituted on the N.W. and it was found that the 
wages did not call for improvement.^® 

The latest revision in the scales of pay of low-paid staff 
introduced by these attempts effected a further improvement. 
It is impossible to refer to the changes in detail in the wages 
of all the different classes of employees. The results may 
best be indicated by comparing the higher scales adopted 
with the older scales for certain classes of employees on the E.I. 


% 

BLOCK SIGNAL WORKSHOP STAFF, HOWRAH 


Fitter 
Driller 
Turner 
Moulder 
Engraver 
Carpenter 
„ boy 


Old 

Minimum 

0 8 0 j).d. Rs. 

1 2 0 „ 

0 15 0 „ 

1 0 0 „ 

1 0 0 „ 

0 12 0 „ 

0 9 0 „ 


New 

maximum Minimum 

90 p.m. As. 13-l-16-l|-24 p.d. 
17 0 p.d. 

2 1 0 „ 

1 14 0 „ 

2 6 0 „ 

64 p.m. 12-1-16-1P20 

0 16 0 p.d. 7-1-11 


Maximum 
Rs. 52-2^-67 p.m. 

As. 13-1-16-11-24 p.d. 

As. 32-1P40 

As. 24-4-32 

As. 32-1 1-40 

Rs. 40-2^-56 p.m. 


* p.m. per mensem. 


p.d. per diem. 


Bailway Board^s Reports 1930-2, 
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Hours of Employment Regulations 

In 1930 another great scheme also came to fruition. This 
was the application of the Washington and Geneva Conven- 
tions prescribing respectively, a 60-hour week and a weekly 
rest day in industrial undertakings. Although they were 
ratified by the Government of India prior to 1924, their appli- 
cation to Indian railways presented difficulties which had 
already been experienced by transport services in other coun- 
tries. They were accentuated by religious and social customs 
in India. The Indian Railway Conference Association,, after 
considering the conventions, framed rules, but they were ex- 
haustively re-examined in 1929 with a view to specifying the 
branches of railway services to which they were to be applied. 
An enabling bill authorizing the Governor-General-ih -Council 
to make rules was introduced in September 1929 and, after 
emerging from the Select Committee, was passed by the Central 
Legislature early in 1930. These rules, when finally framed, 
assumed a statutory character when published in the Gazette 
of India in January 1931.^’^ 

The new rules took effect on the N.W. and E.I. on 1 April 
1930, and a year later on the E.B. and G.I.P. The change 
brought some 400,000 out of 700,000 railway workers on Class I 
railways within the scope of the Hours of Employment Regu- 
lations. The increase in working expenses as a result of the 
application of these regulations was estimated at about Rs. 
45 lakhs per annum, on account of the additional staff of 
10,000 needed. The policy of extending the rules to other 
•railways suffered an interruption owing to the beginning of 
the depression and the pressure for economy. The Railway 
Retrenchment Sub-Committee themselves recommended that 
the policy be stopped with the first two railways, but the 
Government of India, in view of their international obligations, 
decided to stop only after extending it to two more systems. 
The question was revived in 1935-6, when the Hours of Em- 
ployment Regulations were given statutory effeet on two 

Ibid. 

48-1614B 
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more railways, the B.B.&C.I. and M.&S.M. This brought 
some 71 per cent of the railway staff within the benefits of 
the new legislation. The remaining railways were brought 
in line during the next five years. 

LEAVE RULES 

The strength of staff maintained and, therefore, its cost 
are influenced by the policy followed as regards the grant of 
leave on full or partial pay. Thus, as was mentioned in con- 
nexion with the pay and strength of officers, there came to 
be maintained a 20 per cent additional strength to keep a 
reserve of 16 per cent of officers proceeding on leave and 4 
per cent for officers sent on deputation. The state -managed 
railways are generally subject to the rules regarding leave 
adopted by the Government of India under their Fundamental 
Rules applicable to other Government departments. Accord- 
ing to those rules, an employee of non-Asiatic domicile earned 
leave on full pay at the rate of 5/22nds of duty. An employee 
of Asiatic domicile was allowed a slightly lower rate, namely, 
2/llths of duty. An employee, if he served for, say, 29 years 
would have due to him in all seven years of leave, if of non- 
Asiatic domicile, or six years, if of Asiatic domicile. Of this 
total, not more than three years could be on full pay in the 
case of the former, and two years in the case of the latter, 
extensible, however, to three on medical grounds, or out of 
India. Finally, leave not due might also bo given in advance 
of being earned for a period extending up to six months in 
all without medical certificate, or for longer periods with 
one. 

On company-managed railways rules were made on similar 
lines under the Fundamental Leave Rules for the guidance 
of railway companies, sanctioned by the Secretary of State 
as early as 1901. These rules group railway employees as 
either Europeans or non-Europeans. They were not so liberal 
as those on state-managed railways.^® 


Memorandum by the Railway Board for the Royal Oommissior^ on Rabour, pp. 145-6. 
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There were considerable differences on the individual ad- 
ministrations. Thus on the N.W. leave to lower grades of 
staff was limited to 60 days sick leave on half pay in a calendar 
year besides 15 days casual leave on full pay, while employees 
in higher grades got their leave under the Fundamental Rules. 
Anomalies had also crept into the old company-managed 
railways acquired by the State. Employees of the E.I. and 
G.I.P., for instance, whose status in this respect was not dis- 
turbed, continued to get their leave under the old company 
rules while those recruited after the State acquisition got 
theirs under the Fundamental Rules. Between companies 
themselves there were differences, such as a limit of three 
months on the B.B.&C.I. and of four months on the B.N. 
for privilege leave of subordinate staff. 

The practice varied from those just outlined in the case 
of workshop staff and inferior services. Labourers employed 
in workshops, generally on daily rates of wages, were given 
the concession of a limited number of workshop holidays with 
full pay or of casual leave in lieu of holidays after they had 
completed one year service. The actual number of days 
varied from 6 on the A.B. Railway to 20 on the E.B. Railway. 
A more generous standard was adopted for monthly rated 
employees in receipt of Rs. 21 and over, in the Jamalpur work- 
shops of the E.I. Railway. 

Revised rules of 1930 

On 1 September 1929, an attempt was made to extend 
leave privileges to workshop employees of three years, service 
in the Lillooah Workshops of the E.I. by converting their daily 
wages to a monthly wage at the rate of 26 times the daily rates. 

The situation of other employees in inferior service was 
not satisfactory. Labourers employed in sheds, train-exa- 
mining stations, on daily or monthly rates of pay, station 
menials and others were treated on the same footing as work- 
shop employees. But in lieu of holidays they were given 
15 days casual leave in a calendar year. On state-managed 
railways, several classes of monthly rated employees were 
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allowed to earn leave according to the Fundamental Rules, 
but it was subject to the condition that no extra cost should 
be imposed on the State. 

On a review of the position, the Railway Board concluded : 

(1) that considering the climatic and other conditions of working in India, 
the leave terms applicable to workshops and other labour call for a certain 
measure of improvement in the case of employees who have settled down 
in the Railway Department and have completed say, three years service ; 

(2) that other men in inferior service might with advantage be treated 
on a par with workshop and other labour, the ‘no-extra-cost’ conditions 
being removed ; 

(3) that the leave terms applicable to superior and subordinate staff 
are over-liberal. In fact, the majority of railway servants avail them- 
selves only of the leave they can get on full pay, including casual leave, 
and if such leave is not due, a limited amount of leave on half-pay in the 
event of sickness or on special occasions ; 

(4) that the leave rules on company- managed railways require re- 
casting, specially in the direction of removing racial discrimination. 

The revised rules, which came into force on all the state- 
managed railways on 1 April 1930, attempted to bring leave 
rules into better conformity with the needs of a commercial 
department by making them simpler and obviating elaborate 
calculations of leave, leave salary and leave accounts ; to 
remove racial discrimination which had persisted on the E.I., 
G.I.P., and Burma after State acquisition ; and to allow what 
the Railway Board regard as a reasonable amount of leave 
privilege to all classes of railway employees without making 
its grant dependent on the ‘no-extra-cost’ condition. The 
Secretary of State sanctioned the Railway Board’s recom- 
mendations being extended to the company-managed railways 
and they took effect on 1 October 1931.^® 

Other changes 

There were other problems which were no less important, 
and the efforts of the railway unions were directed towards 

19 The leave privileges granted were : for continuous service of more than 3 years, 
and less than 10 years, 10 days leave on full pay per calendar year ; for a period extend- 
mg up to 10 years and less than 20 years, 16 days leave on full pay per calendar year ; 
and for a period exceeding 20 years, 20 days full pay. Leave on medical certiOcate on 
half pay up to 30 days per calendar year and 120 days in all. 
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finding a solution. There was, for instance, a widespread 
feeling of instability of service arising from a fear of dismissal 
or wrongful discharge. Many of the strikes which occurred 
during the post-war period were connected directly or in- 
directly with this factor. Steps were taken in 1930 to improve 
the security of tenure, by providing for a right of appeal and 
other measures generally safeguarding the interests of non- 
gazetted staff. 

Another important reform was the speeding up of payment 
of wages within 14 days of the close of the month to which 
they relate. Inordinate delays in payment, which formed 
one of the grievances of labour, were sought to be removed 
by special measures taken for the purpose. The Railway 
Board also formulated a definite policy of granting financial 
assistance to lower-paid staff for the education of their children 
at boarding schools which were away from the employees’ 
stations. Similarly, facilities to relieve indebtedness through 
grants from the staff benefit and other funds were also ex- 
tended. 

Reference should also be made to the attempt of railways 
since 1924, to improve and maintain the efficiency of the staff 
by the establishment of technical or area schools to provide 
regular or refresher courses of instruction and training for 
officers and subordinates on various aspects of railway working. 
Although the more ambitious Staff College had to be closed 
shortly after it was opened, the other institutions carried on 
their valuable work uninterrupted. 

DEPRESSION AND RETRENCHMENT OF STAFF 

While measures for the amelioration of the service conditions 
of lower-paid staff were being elaborated and introduced 
gradually, the effect of the depression in 1931 and the financial 
stringency rendered it impossible to continue them. There 
was a spasmodic contraction in the volume of railway em- 
ployment. Railway administrations had to cut down costs 

For a more detailed account of these changes, see the chapter on Staff in Railway 
Board's Reports from 1929*30 onwards. 
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by reduction in materials and stores, and by operating railway 
services with a reduced staff in the latter part of 1930 itself. 
Certain administrations started on a policy of discharges and 
demotions of their employees. The number of staff on 11 
Class I railways decreased from 728,821 on 31 March 1930, 
to 690,277 on 31 March 1931, a reduction of 38,544. Of the 
number in 1931, 40,502 were discharged and they consisted 
of 32,655 permanent employees and 7,847 temporary employees. 
Another 4,392 were demoted. Before these retrenchments 
were carried out, the All-India Ttailwaymen’s Federation could 
not get the Railway Board to agree to suspend or cancel their 
measures till ’^an enquiry as to their necessity, extent and 
character was completed. The Federation asked for a Court 
of Enquiry under the Trades Disputes Act 1929, which was 
appointed on 13 August 1931. The Railway Board stopped 
on 7 July 1931, further retrenchment of staff till October 1931. 
The Court, after enquiry, held that the evidence did not support 
the suggestion of improper conditions of work to the staff 
not retrenched, and was satisfied that in making retrenchment 
due regard had been paid to the stoppage of recruitment, 
normal wastage and retirement of staff* taking their gratuity 
and provident fund. Except for the consideration given to 
a few hard cases, the policy of retrenchment was generally 
approved. 

Railway employment thus became a contracting spiral 
during the depression. We may indicate the effects of the 
retrenchment of staff and stoppage of recruitment by examining 
the statistics of the number and cost of non-gazetted staff. 
Including upper subordinates, the non-gazetted staff* on Class 
I railways declined in numbers as compared with 1929-30, by 
5 per cent in 1930-1, and by 12 per cent in 1931-2. A further 
reduction making a total of 16 per cent was carried out in 
1933-4, the year representing the lowest figure since 
1930. During the next three years, the non-gazetted staff was 
only 84-5 per cent of the pre-depression year. The decrease 

21 Railway Board^s Report 1931-2, Vol. I, pp. 04-6. 
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was generally greater on state-managed lines. With the 
exception of the JB.B.&C.l., which had a percentage figure 
more or less similar to the total average, all company-managed 
railways had a non-gazetted staff of over 90 per cent of 
1929-30. There was on the A.B. even an increase by 5 per 
cent, 

TABLE 97. TOTAL NUMBER AND COST OF NON-GAZETTED STAFF* 

1929-37 

(Class I Railways) 

(Bs. in erores) 




Percent 

Cost 

Percent 

Year 

Number 

of 1929-30 

Rs. 

% of 1929-30 

1929-30 

797,258 

100 

3609 

100 

1930-1 

758,975 

95 

35*76 

, 99 

1931-2 

705,398 

88 

33*08 

92 

1932-3 

679,878 

85 

31*28 

87 

1933-4 

666,641 

84 

31*89 

88 

1934-5 

670,495 

84 

32*24 

89 

1935-6 

676,156 

85 

33*10 

92 

1936-7 

673,432 

84 

33*36 

92 


♦ Railway Board's Reports, VoL I. The figures represent open line and construction 
staff, permanent and temporary. 

Turning from the strength of staff to their cost, it will be 
seen that the percentages indicate a lower rate of increase. 
Thus, even during 1933-4, when the number of staff was 84 
per cent of 1929-30, the cost was 88 per cent on all Class I 
railways. During 1936-7,*^ the number Avas 84 per cent, while 
the cost was 92 per cent. Examining the detailed figures^^ 
the discrepancy is shown even more clearly. The difference 
in the general picture presented by state-managed and com- 
pany-managed railways may be mentioned. Even with a 
diminished staff, cost steadily increased on the M.&S.M. and 
A.B. Both as regards staff and their cost, the state-managed 
railways showed a larger percentage- of reduction. 

Rise in cost of staff 

The one redeeming feature in l3his period of discharges 
and wage-cuts, is the maintenance of a liberal labour policy 
and the steady introduction, soon after the initial phase of 

The detailed figures are given in the appendix. 
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the depression, of measures designed to improve wages and 
working conditions. The financial effect of these measures 
was to increase the total wages bill. Contrary to the trend 
on some foreign railways during the depression period, the 
average wage on Indian railways increased. As may be 
seen from the figures given below, the average cost of all staff, 
including allowances, overtime, etc., per head per diem, in- 
creased from Rs. 1*28 in 1924-5 to Rs. 1*36 in 1929-30 and to 
Rs. 1*48 in 1936-7. Excluding the cost of the gazetted staff — 
for which separate statistics are available only for recent years 
— the average cost for other employees increased from Rs. 1*24 
in 1929-30 to Rs. 1*36 in 1936-7. An increase is also noticeable 
in the cost of gazetted staff, due probably to the effects of the 
time-scales of the older employees not coming within the new 
scales of 1934. But the difference between the average cost 
of gazetted staff' and of other employees is striking.^^ 

TABLE 98. COMPARATIVE COSTS OF STAFF* 

(Class I Railways) 

(In rupees per head per diem) 


1924-5 

Gazetted staff 

Non-gazetted staff 

All employees 
1-28 

1929-30 

46*82 

1*24 

1-36 

1930-1 

44-49 

1-29 

1*41 

1931-2 

46-65 

1-28 

1-41 

1932-3 

43*90 

1*20 ► 

1*38 

1933-4 

47-02 

1-31 

1-44 

1934-5 

45-19 

1 32 

1-44 

1935-6 

47-47 

1-34 

J-47 

1936-7 

47-27 - 

1*36 

1-48 


* Calculated from figures taken from Railway Board's Reports, Revised figures 
used when available. 

Some differences are to be observed in the average wage 
levels on state-managed and company-managed railways. 
The average daily cost per employee on the former during 
1924-37 increased as shown in Table 99, from Rs. 1*38 to 
Rs. 1*63. 

On the American railways, ‘executives, officials and staff assistants’ — who may 
be compared to the gazetted or officer staff in India — received the highest average pay 
per diem of ^|i 17*49 in 1936, as compared with the average of $8*35 for all railway em- 
ployees. The corresponding figures for the gazetted officer and the average employee 
on Indian railways in 1936-7 were Rs. 47*37 and Rs. 1*48 respectively. 
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TABLE 99. COMPARATIVE COSTS OF STAFF ON STATE AND 
COMPANY-MANAGED RAILWAYS* 

(In rupees per annum) 


State-managed Company -managed 


Railways 

1924-5 

1929-30 

1936-7 

Railways 

1924-5 

1929-30 

1936-7 

Burma 

628 

585 

576 

A.B. 

313 

442 

460 

E.B. 

435 

469 

495 

B.N. 

442 

472 

528 

E.I. 

396 

464 

529 

B.B.&C.I. 

583 

607 

655 

G.I.P. 

554 

541 

588 

M.&S.M. 

444 

453 

513 

N.W. 

510 

545 

612 

S.I. 

515 

497 

499 





B.&N.W.t 

258 

278 

313 





R.&K.t 

271 

275 

313 

Average 

1*38 

1-43 

1-53 

1*26 

1*35 

145 


per diem 

* Calculated from figures taken from Railway Board's Reports. Revised figures 
used when available. 

t Excluded in the average 


On company -managed railways, the average cost per employee 
started from a lower level, Rs. 1*26; it rose to Rs. 1*35 in 
1929-30, a much lower level than on state-managed linos, and 
again to Rs. 1*45 in 1936-7. If the increase on the eompany 
lines during the pro -depression period is taken as an attempt 
to overtake the lag as compared with the State lines, the subse- 
quent increase has certainly been lower than on the latter. 

' A comparison of the cost of staff with the levels of wages 
prevailing in other organized industries would be interesting, 
but ^ lack of adequate data renders the attempt impossible. 
Information relating to the more important industries for 
certain years in a limited number of centres points to con- 
siderable variations from group to group. But a comparison 
of the wage rates in the Bombay textile industry and the 
Calcutta Jute Mills discloses a higher level on railways. 

A substantial proportion of the industrial wages may have 
to be discounted on account of. the higher cost of living in 
the bigger centres, which is escaped by a large part of the 
railway staff distributed all over the line. 

According to the Bombay Wage Census (1934), the average wage for men in all 
engineering and ‘ common ’ occupations, excluding unskilled labourers (all factories) 
amounted to Rs. 41-8-5 in Bombay City, and Rs. 43-2-11 in Bombay Suburban, decreasing 
to Rs. 22-1-4 (Sholapur City) in the interior. Among the Calcutta Jute Mills, wages 
averaged Rs. 40 per month. Jather Beri, Indian Economics, Vol. II, p. 107, 


49— 1514B. 
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In addition to the salaries or wages , and leave privileges, 
railway staff also enjoy certain pecuniary allowances and 
perquisites. The allowances comprise officiating and duty 
allowances in consideration of additional or more responsible 
work ; local allowances in consideration of the expensiveness 
or unhealthiness of residence in particular localities ; travelling 
allowances ; allowances to running staff on a milage or over- 
time basis for working on holidays ; and miscellaneous allow- 
ances such as relieving allowances, grain compensation allow- 
ances, etc. Perquisites partake of the character of additional 
emoluments in kind. They are principally free passes and 
kindred privileges, uniform, free rations as on the Nushki 
Extension Railway, free quarters or allowances in lieu thereof, 
free medical attendance, assistance towards education of chil- 
dren, miscellaneous concessions such as the selling of fuel, scrap 
materials, petty stores, etc., at reduced rates. It is not easy 
to convert the value of these perquisites into a financial 
equivalent, but there can be no doubt that their existence sub- 
stantially enhances the attraction of employment on railways 
as against industrial undertakings. 

We may conclude this chapter with a brief assessment of 
the policy followed with reference to the cost of staff. The 
elasticity and freedom in the administration of personnel 
matters so essential to a commercial undertaking were singularly 
absent. Railways disclosed the same features as other depart- 
ments of the Government of India as regards salary scales and 
other privileges. What may strike foreign observers as even 
more surprising is that company-managed railways were no 
better in this respect. Whether it was the scales of pay or 
leave reserves, the company railways tended to fall in line with 
the State railways. Thus not only the Lee Concessions, but 
also the pre-dating of the concessions were faithfully copied 
on company-managed railways. If scales of pay and other 
emoluments were proper and reasonable as compared with the 
standards in private industry, the uniformity is an undoubted 
advantage ; the eccentricity of particular managements ought 
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not to be visited on the staff to their detriment. But the 
influence of Government on these questions was such that 
not even the Railway Board — not to mention the individual 
administrations — had any freedom to dopide questions on 
their merits. The restoration of the salary cuts in 1934 affords 
an instance in point. That restoration was made not on 
grounds of improved railway revenues — which was the deciding 
factor — but on the plea that as it was being done for all em- 
ployees of the civil departments, Government would not ex- 
clude railway servants from the benefit. Government was, 
of course, generous in taking this view, but it was a decision 
imposed on railways, though their financial position did not 
warrant it. Again, the anomaly of the higher salary scales 
was exposed during the depression, but this would not have 
been discovered so late had it not been for the imposition of 
State scales and procedures on railways. 

As regards lower subordinates and inferior staff, the policy 
of the State has been on the whole considerate. Government 
initiated improvements in wage scales, which were extended 
to the company lines also. It is doubtful if the reforms 
carried out since 1930, during the period of the depression 
would have been effected without friction if all the railways 
were operated by private undertakings. The fact that Indian 
railways were owned by the State and that the rights of the 
companies were limited by their contracts was a distinct ad- 
vantage. Many of these changes were desirable, some of 
them indeed long overdue, and the fact that the financial 
difficulties of railways were not allowed to stand in their way 
reflects credit on the authorities concerned. 

But these reflections should not obscure the danger inherent 
in the system : that state management is generally powerless 
to control wages before a crisis occurs. The trend of the cost 
of superior staff has been iipward, even during the later years 
of the depression. It is when state management attempts 
to keep down or reduce wages that its weakness is likely to be 
exposed. 
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OPERATING EFFICIENCY 

Factors of operating efficiency, 388. 

Physical condition of equipment, 389. Serviceable stock, 389. 

Rolling-stock utilization, 392 Engine milage, 392. Gross and net tons per 
goods train, 393. Wagon milage and net ton milage per wagon day, 395. 
Speed of transportation, 396. Ton miles per train-hour, 397. Punctuality of 
passenger trains, 398. Speed of goods trains, 399. 

Fuel consumption, 400. 

Ratio of productive to indirectly productive operation, 401. Shunting 
milage, 402. 

Composite index of efficiency, 403. Superiority of the State lines, 405. 
Stores balances, 406. Claims for compensation for loss and damage, 408. 

Ix preceding chapters attention has been focussed mainly 
on the financial aspects of working. Financial results are 
what primarily interest those concerned in the administration 
of our railways, but in the last resort they are largely deter- 
mined by the efficiency of operation. Other things being 
equal, a higher standard of efficiency implies that transportation 
is being conducted with less labour and expense and, therefore, 
at a cheaper cost. 

Improvement in railway operation may be the result of 
several factors. Some of them are connected with physical 
equipment, more intensive utilization of plant and continued 
effort towards elimination of waste. They may be measured 
by the use of statistical units. There are others, consisting 
of intangible elements, which do not lend themselves to measure- 
ment. Such, for instance, are the satisfaction of the public, 
the comfort and convenience of passengers, the condition in 
which consignments arrive at their destination, and prompt 
service. These factors, although as important as the others, 
are not capable of statistical appraisal. No less significant 
is the human factor. As Dr. J. H. Parmelee sums up : 
‘Advances in efficiency are in part the result of general im- 
provement in physical plant, brought by the investment of 
large sums of new capital so as to make improved service and 
greater economy of operation possible. In part they result 
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from more effective organization of the personnel and from 
the combined effort of both management and men to render 
adequate, satisfactory and prompt service.’^ 

In an attempt to appraise the efficiency of operation, one 
must take into account the various aspects of working in 
connexion witjh. passenger and goods traffic. The different 
phases of operation may be broadly grouped as follows : 

{a) physical condition of equipment ; 

(6) utilization of rolling-stock ; 

(c) speed of transportation ; 

{d) fuel consumption ; and 

(e) ratio of productive to indirectly productive operation. 

We may now proceed to review the character of railwgiy 
operation under these heads during the period 1924-37. 

PHYSICAL CONDITION OF EQUIPMENT 

The physical assets of railways were improved and 
modernized throughout as a result of the large capital expendi- 
ture during the twenties. The permanent way, as we have 
seen already, was strengthened and other fixed assets such 
as bridges, banks, etc., were brought up to a higher standard. 
Rolling-stock was also improved. But as the permanent way 
is an irrevocable investment, its utility can only be measured 
by the extent to which it is used by the mobile equipment. 
We may, therefore, turn to the mobile equipment, consisting 
of locomotives, coaching vehicles and goods wagons. 

Serviceable stock 

It is of the greatest importance for a railway to ensure that 
as large a number as possible of the total stock is available 
for use. In actual practice, however, a certain number is 
always under or awaiting repairs in the shops or in sick lines. 
In Table 100 the statistics of the percentages of serviceable 
locomotives, coaching vehicles and wagons to the total stock 
on Class I railways for 1924-37 are given. The number of 

’ J. H. Parineloo, The Modern Railway, p. 216. 
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locomotives on the line, excluding those in mechanical work- 
shops, sick lines and transportation workshops, shows a material 
improvement during the period 1924-30. The^ proportion of 
serviceable locomotives rose by 4 per cent on the broad gauge, 
and 5 per cent on the metre and narrow gauges. During the 
period of the depression the improvement was interrupted. 
The number on the broad gauge touched the level of 83 per 
cent during 1932-5, after which it dropped to 82 per cent. 
On the metre gauge the percentage increased from 86 in 1931-2 
to 87 in 1935-7. As compared with 1924-5, the proportion of 
serviceable locomotives on the broad, metre and narrow gauges 
in 1930-7 was higher by 5, 8 and 5 per cent, respectively. 

TABLE 100. PERCENTAGE OF SERVICEABLE LOCOMOTIVES TO 

TOTAL STOCK* 

(Class I Railways) 


Year 

Broad 

Metro 

Narrow 

Year 

Broad 

Metre 

Narrow 

1924-5 

78 

79 

77 

1930-1 

81 

84 

82 

1925-6 

77 

81 

78 

1931-2 

82 

86 

82 

1926-7 

78 

81 

77 

1932-3 

83 

86 

81 

1927-8 

79 

82 

80 

1933-4 

83 

86 

82 

1928-9 

80 

82 

81 

1934-5 

83 

86 

81 

1929-30 

81 

84 

82 

1935-6 

82 

87 

82 





1936-7 

82 

87 

81 


* Railway Board"' s Reports^ Vol. II. 

Coaching vehicles for our present purposes ijiay be grouped 
into passenger carriages and other coaching vehicles. In 
Table 101 the statistics of serviceable stock are shown in per- 
centages to the total on the line. The percentage of service- 
able passenger carriages increased in 1929-30 by 7 on the 
broad gauge, 3 on the metre gauge and 3 on the narrow gauge. 
Except on the metre gauge, where there was a further improve- 
ment of 2, there has been a decline since 1930. In 1936-7 
the serviceable carriages decreased to 88 per cent on the broad 
gauge, and to 90 per cent on the narrow gauge. 

Other coaching vehicles showed less improvement in 1929-30. 
Metre gauge vehicles were up by 3 per cent, an improvement 
generally continued to 1937. There was a deterioration to 
a small extent as regards broad gauge vehicles and to a larger 
extent as regards narrow gauge vehicles. 
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TABLE 101. PERCBN'TAGE SERVICEABLE COACHING VEHICLES* 

(Class I Railways) 


(a) Passenger carriages 


Year 

Broad 

Metro 

Narrow 

Year 

Broad 

Metre 

Narrow 

1924-5 

83 

87 

91 

1930-1 

90 

91 

94 

1925-6 

84 

88 

91 

1931-2 

90 

92 

93 

1926-7 

87 

89 

90 

1932-3 

89 

92 

93 

1927-8 

89 

90 

92 

1933-4 

89 

92 

93 

1928-9 

89 

90 

94 

1934-5 

88 

91 

91 

1929-30 

90 

90 

94 

1935-6 

88 

92 

89 





1936-7 

88 

92 

90 



(&) 

Other coaching vehicles 



1924-5 

88 

90 

91 

1930-1 

91 

93 

89 

1925-6 

88 

89 

92 

1931-2 

91 

93 

93 

1926-7 

90 

91 

91 

1932-3 

91 

92 

93 

1927-8 

92 

93 

91 

1933-4 

89 

93 

90 

1928-9 

92 

92 

91 

1934-5 

89 

93 

84 

1929-30 

92 

93 

91 

1935-6 

90 

93 

77 ‘ 





1936-7 

89 

93 

84 


^Railway Board^s Reports^ Vol. II. 


The best record is that presented by goods wagons. In 
1924-5 the serviceable wagons stood at 93 per cent on the 
broad gauge, 94 per cent on the metre gauge and 97 per cent 
on the narrow gauge. By 1929-30 there was an increase of 
1 per cent on the broad and metre gauges. During the period 
1930-7 there was a decrease on the former to 87 per cent in 
1932-3 and a slight increase to 91 per cent in 1936-7. The 
metre gauge wagons continued the improvement and reached 
a percentage of 97. The narrow gauge wagons showed no im- 
provement in 1929-30 and recorded a decrease of 2 per cent 
in 1936-7. 

TABLE 102. PERCENTAGE SERVICEABLE WAGONS* 

(in 4- wheelers) 


(Class I Railways) 


Year 

Broad 

Metre 

Narrow 

Year 

Broad 

Metre 

Narrow 

1924-5 

93 

94 

97 

1930-1 

94 

96 

97 

1925-6 

93 

93 

96 

1931-2 

92 

97 

94 

1926-7 

94 

94 

96 

1932-3 

87 

97 

96 

1927-8 

95 

96 

96 

1933-4 

89 

98 

96 

1928-9 

93 

96 

97 

1934-5 

91 

97 

95 

1929-30 

94 

95 

97 

1935-6 

90 

97 

95 





1936-7 

91 

97 

95 


^Railway Board's Reports, Vol. II, 
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On the whole, the position with regard to locomotives was 
more sativsfactory in its steady rate of improvement. But 
the Wedgwood Committee, comparing the figures with those 
of the British and South African railways, observed that 
the percentage of stock awaiting repairs was high and that 
even when a reduction was recorded there was room for further 
improvement. 

ROLLING STOCK UTILIZATION 

We may now turn to the utilization of railway rolling-stock. 
As part of the equipment is used exclusively on passenger 
service and part for goods service we may treat them separately. 

The motive power is supplied by the locomotives and a 
measure of the work done by them is provided by the average 
distance travelled by an engine per day. The engine miles 
per engine day for passenger and goods locomotives indicate 
the work turned out by them.^ The performance of passenger 
locomotives, as shown in Table 103, discloses an increase in the 
average milage. During 1924-30, the additional distance per 
passenger locomotive was 25 miles, or an inerease of 21 per cent, 
on the broad gauge ; 22 miles, or 21 per cent, on the metre 
gauge ; and 25 miles, or 36 per cent, on the. narrow gauge. 

TABLE 103. ENGINE MILES PER PASSENGER ENGINE PER DAY* 

(Class I Railways) 


Year 

Broad 

Metre Narrow 

Year 

Broad 

Metre 

Narrow 

1924-5 

119 

104 69 

1930-1 

1.39 

121 

91 

1925-6 

128 

112 82 

1931-2 

138 

124 

96 

1926-7 

137 

113 74 

1932-3 

1.38 

124 

87 

1927-8 

139 

120 81 

1933-4 

138 

125 

100 

1928-9 

142 

126 83 

1934-5 

143 

127 

95 

1929-30 

144 

126 94 

1935-6 

149 

127 

94 




1936-7 

1.52 

129 

98 



* Railway Board’’ 

s Reports, Vol. II. 



There was 

a decrease in the 

> average 

during 

1930 

3, and in 


the succeeding four years, the earlier records were broken and 
in 1936-7 engine milage was, as compared with 1924-5, 28, 
24 and 42 per cent higher on the broad, metre and narrow 
gauges, respectively. 


2 The performance of mixed trains is not included in the table. 
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The situation with regard to goods engines, as may be 
judged from Table 104, indicates a remarkable improvement 
on the broad gauge from 82 to 96 miles in 1936-7, an advance 
of 17 per cent. The performance of the metre gauge loco- 
motives has not been quite so satisfactory. Although a higher 
average milage of 94 was obtained in 1924-5, there was a fluc- 
tuation from 90 to 94. But an increase to 98 has 'followed 
a steady upward trend since 1930. The narrow gauge loco- 
motives were moi‘e uncertain in their average milage and 
indicate a general decline, from 81 to 68. 

TABLE 104. ENGINE MILES PER GOODS ENGINE PER DAY* 


(Class I Railways) 


Year 

Broad 

Metre 

Narrow 

Year 

Broad 

Metre 

Narrow 

1924-5 

82 

94 

78 

1930-1 

88 

91 

72 

1925-6 

84 

94 

81 

1931-2 

89 

92 

72 

1926-7 

85 

92 

78 

1932-3 

91 

93 

63 

1927-8 

86 

95 

73 

1933-4 

95 

94 

66 

1928-9 

87 

90 

81 

1934-5 

95 

96 

69 

1929-30 

88 

94 

73 

1935-6 

95 

95 

70 





1936-7 

96 

98 

68 


^Railway BoartVs Re ports y Vol. II. 

The engine milage must bear a definite relation to the work 
performed, namely, the train miles, wagon miles and ton 
miles. As the running of a locomotive implies expense, it is 
important to observe that no more than the necessary amount 
of milage is operated. The train is the freight unit for trans- 
portation and the train milage measures the amount of work 
done in terms of trains operated. As the purpose of the train 
is to haul freight, the weight of the train as such affords a 
standard of the work done by it. ‘Gross tons per goods train’ 
is an important statistic to check the efficiency of goods train 
working. The greater the amount of tonnage carried the lower 
will be the final cost of moving a ton mile. It is also necessary 
to consider, along with this statistic, the ‘net tons per goods 
train’ representing the revenue or remunerative load, which 
excludes the weight of the locomotives, wagons, etc. 

The trend of tonnage per goods train may be seen from 
Table 105. On the broad gauge the gross tonnage per goods 
50-16HB 
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train moved from 861 in 1924-5 to 943 in 1935-6, an increase 
of 10 per cent. The net tonnage per goods train on the broad 
gauge does not show anything like the same improvement, 
and averaged between 372 and 393. The maintenance of 
the same or even a higher record of goods train performance, 
particularly during the depression in which traffic had shrunk 
to abnormally low levels, implies that the work connected 
with the oj^eration of goods trains was done with increasing 
efficiency. But taking the net tonnage along with the gross, 
per goods train, there was a larger proportion of non-revenue 
tonnage. But if account is taken of the fact that during the 
depression the very maintenance of earlier levels may be ren- 
dered difficult, the results in the light of circumstances might 
be deemed satisfactory. 

TABLE 105. GROSS AND NET TONNAGE PER GOODS TRAIN* 
(Class I Railways) 


Broad Metre Narrow 


Year 

Gross 

Net 

Gross 

Net 

Gross 

Net 

1924-5 

861 

380 

381 

163 

197 

05 

1925-0 

869 

372 

376 

156 

190 

60 

1926-7 

884 

381 

372 

157 

184 

56 

1927-8 

907 

390 

380 

164 

181 

54 

1928-9 

902 

383 

382 

161 

179 

54 

1929-30 

906 

386 

383 

157 

169 

49 

1930-1 

914 

385 

394 

160 

170 

48 

1931-2 

923 

389 

400 

166 

164 

44 

1932-3 

917 

380 

393 

160 

163 

44 

1933-4 

933 

391 

410 

168 

166 

47 

1934-5 

931 

391 

422 

174 

168 

46 

1935-6 

943 

393 

417 

171 

165 

45 

1936-7 

940 

389 

424 

175 

168 

48 


* Railway Board" 8 Reports^ Vol. II. 

Tonnage per goods train on the metro gauge presents a 
slightly different picture. During 1924-30, against an increase 
of 1 per cent in the gross tonnage, there was a decrease of 4 
per cent in the net tonnage. During succeeding years the 
position as regards both gross and net tonnage improved. 
In 1936-7 there was, against an increase of 11 per cent in the 
gross tonnage, an increase of 7 per cent in the net weight. 
On the narrow gauge, the trend showed a decrease in both 
gross and net tonnage. 
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^ There are certain other aspects to be considered in connexion 
with the operation of goods trains. The efficiency of working 
a goods train starts with the loading of the wagons. The 
paying freight per wagon indicates the utilization of the wagons 
and their productivity. The movement of the wagons and 
the ton miles effected by them represent the transportation 
done by the goods trains. They constitute at once a measure 
of expense and of revenue. The extent of the activity of 
wagons and their productivity are shown by the statistics 
of ‘wagon miles per wagon day’ and ‘net ton miles per 
wagon day’. 

Wagon miles per wagon (per) day provide an important 
index of the utilization of wagon stock from the point of view 
of movement. An increase in the figure normally implies a 
decrease of delay in wagon movement or increased speed of 
movement. Fluctuations in the figures presented by this 
unit are the reflex of numerous operating conditions, such 
as the volume of traffic offered, S 2 )eod of trains, length or number 
of wagons per train, delays in transit, etc. 

TABLP] 106. WAGON MEfe.ES AND NP]T TON MILES PER WAGON DAY* 


(Class I Railways) 



Wagon miles per wagon day 

Net ton ] 

miles per 

wagon day 

Year 

Broad 

Metre 

Narrow 

Broad 

Metre 

Narrow 

1924-5 

37 

31 

17 

328 

153 

50 

1925-6 

34 

31 

16 

295 

149 

46 

1926-7 

33 

31 

14 

293 

146 

39 

1927-8 

35 

32 

14 

311 

156 

38 

1928-9 

37 

31 

15 

329 

'153 

41 

1929-30 

38 

31 

15 

335 

149 

40 

1930-1 

36 

28 

14 

314 

137 

37 

1931-2 

32 

25 

13 

277 

128 

31 

1932-3 

31 

24 

12 

261 

120 

30 

1933-4 

33 

27 

13 

283 

134 

32 

1934-5 

35 

28 

13 

308 

147 

32 

1935-6 

35 

28 

14 

309 

142 

33 

1936-7 

37 

30 

14 

324 

150 

- 37 


* Railway Board's Reports^ Vol. II. 

The wagon milage on the broad gauge tended to decrease 
in the post-separation period. After a temporary recovery 
during 1928-9, there was a sharp decline from 38 miles in 
1929-30 to 31 miles in 1932-3, from which there was a gradual 
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return to the basic figure of 37 miles in 1936-7. On the metre 
gauge the average wagon milage appears to have remained 
stable at 31 miles till 1929-30, after which there was a drop 
to 24 miles in 1932-3. By 1936-7 there was a gradual im- 
provement to 30 miles. The wagon milage on the narrow 
gauge indicates a decrease since 1924-5. 

The productivity of a wagon, as stated earlier, is shown 
by the net ton miles per wagon day. The net ton milage is 
a reflex of all the factors affecting a goods train so far as the 
individual wagon is concerned, such as the speed of wagon 
movement, wagon load, percentage of loaded wagons,, etc. 
The statistics given in Table 106 reveal considerable variations 
during the period. The net ton milage only twice exceeded 
the basic figure of 328, during 1928-30, and after a decrease 
thereafter approached this figure again only in 1936-7. The net 
ton milage per wagon day on the metre gauge also showed a 
downward trend since 1927-8. The average increased from 
153 to 156, from which there was a decline to 120 in 1932-3 
and a subsequent recovery to 150. The narrow gauge wagons 
suffered a general deterioration throughout the period and 
the net ton milage dropped from 50 to 37 in 1936-7. 

SPEED OF TRANSPOKTATION 

We may now examine the time element from another 
aspect, namely, from the point of view of the Ton miles per 
train-hpur , which is considered one of the most important 
indices of efficient operation. The train load by itself does 
not take into account the speed of movement : the ton 
miles per train-hour gives the product of both load and speed. 
Tt is,’ Professor William J. Cunningham states, ‘analogous 
to the horse-power unit. It combines in ffcself the net effect 
of the operating policy between two extremes of loading the 
locomotive to every ton it can drag at low speed over the 
ruling grade and of sacrificing the tonnage in order to make 
the trip quickly. There is always a critical point between 
the two extremes which under normal conditions will produce 
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the maximum of ton miles per train-hour at the minimum 
cost per ton inile.’^ 

The statistics of gross and net ton miles per goods train- 
hour, presented in Table 107, disclose a remarkable improve- 
ment during the entire period under review. During 1924-30, 
the gross ton milage per goods train-hour on the broad gauge 
increased from 7,027 to 8,251, an increase of 17 per cent. The 
improvement during the next period was even greater and 
stood, as compared with 1924-5, 40 per cent higher in 1936-7. 
The depression and its effects have not affected the trend of 
this figure. The net ton miles per goods train-hour also record 
a substantial improvement. An increase of 13 per cent achieved 
during the pre-depression period was improved to 30 per cent 
in 1936-7. 

TABLE 107 . GROSS AND NET TON MILES PER GOO DS TRAIN-HOUR* 

(Class I Railways) 



Broad 

Metre 


Broad 

Metre 

Year 

Gross 

Net 

Gross 

Net 

Year 

Gross 

Net 

Gross 

Net 

1924-5 

7,027 

3,541 

3,215 

1,016 

1930-1 

8,540 

4,097 

3,614 

1,749 

1925-6 

7,368 

3,576 

3,118 

1,542 

1931-2 

9,324 

4,478 

3,790 

1,859 

1926-7 

7,725 

3,792 

3,176 

1,571 

1932-3 

9,588 

4,541 

3,839 

1,845 

1927-8 

7,970 

3,900 

3,332 

1,668 

1933-4 

9,937 

4,741 

4,296 

1,972 

1928-9 

7,948 

3,837 

3,292 

1,635 

1934-5 

9,949 

4,770 

4,181 

2,042 

1929-30 

' 8,251 

4,012 

3,411 

1,656 

1935- 6 

1936- 7 

9,808 

9,834 

4,683 

4,610 

4,217 

4,217 

2,043 

2,075 


* Railway Board'' s Reports, Vol. II. 

On the metre gauge the performance was not quite so 
satisfactory, but it certainly denoted a substantial improve- 
ment. Gross ton milage per train-hour recorded an improve- 
ment of 31 per cent, while net ton milage exhibited a lower 
pace of increase to 28 per cent by 1936-7.^ 

It is necessary to observe that, despite the remarkable 
improvement in both the average gross ton miles and net ton 
miles per goods train-hour, the proportion of the latter to the 
former showed a tendency to decrease. 

® William J. Cunningham, American Railroads : Oovernment Control and Reconstruction 
Policies, 1922, p. 38. 

* There are no statistics available for the narrow gauge sections. 
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Punctuality of passenger trains 

We may now turn to an important aspect of passenger 
train operation, namely, the punctuality of service. Generally 
speaking, delays and loss of time detract a great deal from 
the efficiency of both passenger and goods services. Transport 
being a perishable commodity, the time element is a vital 
factor. This is particularly the case with the operation of 
passenger trains, which Mr. Sherrington considers to be of 

TABLE 108. PUNCTUALITY OF PASSENGER TRAINS* 

(Class I Railways) ^ 


Broad gaiig(‘. 


Year 

All trainsf 

MailsJ 

Mixed trains 

Suburban 

others 

1924-511 

610 

62-2§ 

75-4§ 

94‘0§ 

77-3§ 

1925-611 

71-8 

80-6§ 

8L5§ 

98-5ii 

82-4§ 

1926 7^1 

77-8 

80-6 § 

87T§ 

96-9§ 

87*3§ 

1927-8^1 

76-8 

66-4 

77-8 

78-7 

77-7 

1928-9 

77-8 

69-7, 

80-5 

76-7 

78*9 

1929-30 

74-6 

66-3 

77-6 

75-5 

74T 

1930-1 

76-0 

69-2 

796 

76'7 

75-0 

1931-2 

83*5 

74-5 

83*2 

83-8 

81-6 

1932-3 

85T 

81*3 

82*9 

85‘7 

84-3 

1933-4 

87-0 

830 

843 

89-5 

84-5 

1934-5 

88-1 

82-9 

85-7 

89-4 

85‘3 

1935-6 

87*3 

81-9 

83-5 

88-5 

85*3 

1936-7 

84*7 

81-4 

81-8 

83-5 

81*6 




Metre gauge 



1924-511 

64-9 

67-8 

71 4 

95-8 

84-0 

1925-611 

70-5 

74-8 

77-4 

95-3 

85-2 

1926-7^ 

68-2 

72'2 

77 1 

93-8 

89T 

1927-8^ 

721 

71-5 

72 1 

89-2 

61-9 

1928-9 

72-4 

68'9 

73*8 

84-8 

61-5 

1929-30 

73-3 

68-6 

74-4 

90*7 

63-6 

1930-1 

75-6 

68-3 

77-2 

83-3 

70-5 

1931-2 

80-5 

72*5 

80-5 

91-5 

76-2 

1932-3 

86-5 

850 

86*6 

95-9 

83-8 

1933-4 

87-2 

86-4 

86-5 

95-7 

85-2 

1934-5 

88-0 

87-2 

87-0 - 

95-9 

85-8 

1935-6 

88-5 

88-8 

87-1 

97*4 

87*8 

1936-7 

87-3 

83-6 

860 

95-3 

86-6 


* Railway Board^s Reports, Vol. I. 
t Including electric multiple unit trains. 

X Includes important through trains. 

§ Within 10 minutes of the right time. 
II Average of February. 

^ Average of January. 
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supreme importance.® Punctuality in the service pleases the 
patrons of the railway and the loss of it creates annoyance. 
Success in maintaining punctuality depends largely on ‘good 
organization, the team spirit and a high degree of esprit de 
corps, 

The statistics compiled on Indian railways on the punc- 
tuality of passenger services suggest considerable improvement 
as compared with earlier years. The percentage of trains 
arriving on time rose from 61 to 88 in 1934-5 on the broad 
gauge, and from 65 to 89 in 1935-6 on the metre gauge. These 
statistics relate to all passenger trains, mail and through, 
mixed, suburban, electric multiple unit and other passenger 
train services. Examining these classes of passenger services 
individually, the percentage of trains arriving on time has, 
as shown in Table 108, gone up since 1929.'^ 

Speed of goods trains 

In operating goods trains, speed is an important factor. 
The trend of the speed of goods trains during 1924-37 has 
been upward. The average speed on the broad gauge in- 
creased from 8*97 miles to 11*5 miles per hour in 1936-7, an 
increase of 28 per cent. On the metre gauge there was also 
an improvement, but not to the same extent. Thus from 

TABLE 109. SPEED OF GOODS TRAINS* 

(Class I Railways) 


Year 

Broad 

Metre 

Narrow 

Year 

Broad 

Metre 

Narrow 

1924-5 

8-97 

9*21 

8*87 

1930-1 

10*5 

10*3 

8*50 

1925-6 

9'58 

9*16 

8*96 

1931-2 

11*0 

10*5 

8*89 

1926-7 

9-84 

9*33 

9*16 

1932-3 

11*5 

10*8 

8*95 

1927-8 

9-88 

9*50 

8*78 

1933-4 

11*7 

11*0 

8*92 

1928-9 

9-91 

9*52 

8*79 

1934-5 

11*6 

11*0 

8*73 

1929-30 

10*30 

9*86 

8*66 

1935-6 

11*5 

11*2 

8*80 





1936-7 

11*5 

11*1 

9*02 


* Railway Board's ReportSy Vol. II. 

s C. E. R. Sherrington, Economics of Rail Transport in Great Britain, Vol. II, 1937, 

p. 162. 

« Ibid. 

’ There was a change in the basis of statistical compilation in 1927-8, and in the 
presentation of information prior to 1929-30. The figures are therefore not strictly 
comparable. But for purposes of a general comparison, the figures for the earlier years 
supply an approximate basis to assess the extent of improvement 
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9*24 miles the average speed moved up to ITl miles, or by 
20 per cent in 1936-7. The position on the narrow gauge has 
not been so satisfactory, and denotes little improvement. The 
averages for the different years are stated in Table 109. 

FUEL CONSUMPTION 

Another test of efficient operation is found in the amount 
of coal consumed by locomotives. The combustion of fuel 
creates the energy for locomotives and affords a measure of 
efficient and economical performance. The consumption of 
coal and other fuel (converted in terms of coal) is stated in 
terms of lbs. per 1,000 gross ton miles done by a locomotive. 
The amount of coal and other fuel utilized depends upon a 
number of factors, such as design of the locomotive, nature 
of the track, calorific value of the coal used, and tyjje of trans- 
portation done. The cost of fuel on Indian railways re- 
presents, as was stated in a previous chapter, the largest item 
of expense on operation. The problem of fuel economy received 
special attention on Indian railways during the post-war decade. 
The attempt to reduce coal consumption meant not only a 
better utilization of fuel and special instructions to the engine 


TABLE no. FUEL CONSUMPTION* 
(Class I Railways) 



Pounds of 

fuel 

per 1000 

gross ton 

miles 




Goods 



Passenger 


Year 

Broad 

Metre 

Narrow 

Broad 

Metre 

Narrow 

1924-5 

144 

156 

389 

190 

185 

372 

1925-6 

143 

159 

425 

190 

195 

407 

1926-7 

139 

154 

379 

186 

190 

393 

1927-8 

136 

152 

385 

181 

192 

372 

1928-9 

134 

155 

386 

174 

193 

375 

1929-30 

135 

155 

432 

172 

200 

399 

1930-1 

132 

155 

443 

172 

197 

404 

1931-2 

125 

149 

413 

164 

192 * 

402 

1932-3 

124 

149 

416 

164 

186 

387 

1933-4 

126 

143 

404 

166 

181 

400 

1934-5 

129 

142 

391 

169 

179 

403 

1935-6 

131 

140 

411 

169 

180 

403 

1936-7 

131 

137 

395 

169 

181 

402 


Railway Boao’d’s Re-ports, Vol, II, 
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staff to secure a higher standard of efficiency in the performance 
of their duties ; it also involved a prevention of loss during 
transit and when stored at sheds. The results of the campaign 
for fuel economy, which was started in the post-separation 
period, may be judged from the statistics of locomotive fuel 
consumption on goods and passenger services presented in 
Table 110. 

On the broad gauge coal consumption of goods engines 
decreased from 144 to 124 lbs. per gross ton mile in 1932-3, 
from which there was a tendency towards an increase. Passen- 
ger engines effected an even larger economy of fuel from 190 
to 164 lbs. in 1932-3. A slight increase, noticeable here also 
since that year, was attributed to the use of inferior coal. 

The record for metre gauge locomotives was less striking. 
There was almost the same rate of fuel consumption on goods 
engines till 1930-1, after which there was a decrease to 137 lbs. in 
1936-7, a reduction of 12 per cent as compared with 1924-5. On 
the passenger service there was an increase which was maintained 
till 1929-30 and a gradual decrease was effected during succeeding 
years. On the narrow gauge there was an increase. 

It is clear that the reduction in coal consumption represents 
a remarkable achievement. Taking the standards of con- 
sumption in 1924-5, the reduction of 13 lbs. for goods and 21 
lbs. for passenger locomotives running on the broad gauge 
sections implies that the railways saved about 224,000 tons 
and 241,000 tons, respectively, in 1935-6, or 465,000 tons in 
the aggregate. 

RATIO OF PRODUCTIVE TO INDIRECTLY PRODUCTIVE OPERATION 

The factors of railway working dealt with in the preceding 
paragraphs relate to what may be called the productive phases 
of operation, namely, those activities which enter into the 
production of train-miles to carry goods and passengers. But 
before a train can be operated, there is a certain amount of 
preparatory work involved in the marshalling and sorting of 
wagons and carriages, shunting into position and linking with 
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one another. The operation of a locomotive in connexion 
with this type of work is unremunerative, or only indirectly 
productive. A certain amount of engine milage attributable 
to those movements, otherwise termed ‘shunting engine milage,’ 
is necessary and cannot be avoided ; but the volume of such 
movements is so great as to afford largo scope for economy. 

Shunting milage 

Shunting milage is usually expressed as a ratio of the train 
milage to indicate the proportion of unremunerative loco- 
motive milage worked. In 1924-5 for every 100 passenger 
train miles on the broad and metre gauges, there were re- 
spectively 6*65 and 5*92 shunting miles. The figures given 
in Table 111 show a record of progressive increase in efficiency. 
Despite a set-back during 1928-34, the shunting miles dropped 
to 5*15 and 4*54 miles, respectively, on the broad and metre 
gauges. The shunting milage in 1986-7 as compared with 
1924-5 stood 23 per cent lower. 

TABLE 111. SHUNTING MILES PER ONE HUNDRED TRAIN MILES* 

. (Class I Railways) 

Passenger and proportion. Goods and proportion. 


Year 

Broad 

Metre 

Broad 

Metre 

1924-5 

6-65 

5-92 

42-5 

32*9 

1925-6 

6'46 

5-85 

40*5 

32-3 

1926-7 

5*62 

5-64 

38-7 

31-8 

1927-8 

5-25 

4*49 

380 

32-4 

1928-9 

5*29 

5-48 

36-9 

32-8 

1929-30 

5-27 

5-25 

37-9 

32-7 

1930-1 

5-31 

510 

37-5 

33-2 

1931-2 

5-54 

504 

36'() 

31-7 

1932-3 

5-51 

5-35 

37 0 

31*6 

1933-4 

5-37 

5*43 

35*8 

31-9 

1934-5 

503 

5*07 

35*4 

326 

1935-6 

4-94 

4-57 

35*1 

.32*3 

1936-7 

515 

4'54 

34-2 

32*4 


* Railway Board's Reports^ Vol. II. 


The shunting milage operated in connexion with the goods 
service showed a similar decrease on the broad gauge. There 
were operated on the broad gauge during 1924-5, 42*5 shunting 
miles for every 100 goods train miles. During succeeding 
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years there a steady decrease to 34*2 miles in 1936-7. 
On the metre gauge, the shunting milage has shown little 
improvement. From 32*9 miles in 1924-5 there was a slight 
decrease in certain years, but in 1936-7 the shunting milage 
stood at 32*4. 

The shunting milage operated in. connexion with goods 
traffic is also to be examined with reference to the wagon milage. 
The statistics given in Table 112 indicate the wagon milage per 
shunting hour and the progress accomplished in increasing the 
ratio of productive work. The performance on the broad gauge 
shows a steady improvement in the wagon milage per shunting 
hour from 498 to 660, or 33 per cent, by 1936-7. On the metre 
gauge the record is not so good, and the wagon milage per 
shunting hour rose from 484 to 536, or by 11 per cent only. 

TABLE 112. WAGON MILES PER StHINTING HOUR* 


(Class I Railways) 


Year 

Broad 

Metre 

Year 

Broad 

Metre 

1924-5 

498 

484 

1930-1 

595 

499 

1925-6 

537 

512 

1931-2 

616 

523 

1926-7 

543 

516 

1932-3 

609 

519 

1927-8 

580 

517 

1933-4 

637 

531 

1928-9 

595 

504 

1934-5 

641 

533 

1929-30 

585 

496 

1935-6 

641 

533 




1936-7 

660 

536 


"^Railway Board's Reports^ Vol. II. 

COMPOSITE INDEX OF OPERATING EFFICIENCY 

The different aspects of working considered in the preceding 
pages provide indices of efficiency on the particular phases 
of operation to which they relate. It will afford us a clearer 
picture of the progress in operating efficiency of Indian railways 
if we combine them to form a composite index. The factors 
taken to form the composite index are : 

(1) Wagon miles per wagon day ’ (Goods) 

(2) Net ton miles per wagon day 

(3) Gross tons per goods train ’» 

(4) Net tons per goods train 

(5) Gross ton miles per goods train-hour »» 

(6) Net ton miles per goods train-hour 
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(7) Engine miles per engine day 

(8) Engine miles per engine day 

(9) Punctuality of passenger trains 

(10) Percentage serviceable engines 

(11) Percentage serviceable wagons 

(12) Percentage serviceable passenger carriages 

(13) Fuel consumption, lbs. per 1 ,000 gross ton miles 

(14) Fuel consumption, lbs. per 1,000 gross ton miles 

(15) Shunting miles per 100 train miles 

(16) Shunting miles per 100 train miles 


^ ' (Goods) 

(Passenger) 

(Goods and passenger) 
(Goods) 
(Passenger) 
(Goods and proportion) 
(Passenger and proportion) 
(Goods and proportion) 
(Passenger and proportion) 


Of the sixteen factors included, ten relate to good's traffic 
operation, five to passenger, and one is Common to both. They 
may be takeil to indicate the principal aspects of working, 
and the relative importance of the two classes of traffic. Taking 
the year 1924-5 as the base year, the improvement in operating 
efficiency on the broad and metre gauges of Class I railways 
since 1930 is as follows : 

TABLE 113. COMPOSITE INDEX OF OPERATING EFFICIENCY 

(Class I Railways) 

(1924-5 = 100) 



Broad 

Metre 

1929-30 

109-56 

103-25 

1930-1 

108-88 

103-13 

1931-2 

110-75 

104-75 

1932-3 

11038 

104-63 

1933-4 

11275 

108-44 

1934-5 

114-25 

110-19 

1935-6 

114 25 

110-69 

1936-7 

114-69 

112-00 


The composite index of operating efficiency indicates an 
increase of 9’56 per cent in 1929-30 on the broad gauge. From 
the next year onwards, despite the commencement and growing 
severity of the depression, there has been a steady progress 
in the efficiency of working. In 1933-4, considered the worst 
year, the index rose by 12*75. During succeeding years there 
was a further increase, as shown by the index, which stood 
14*69 per cent higher. 

The operating factors on the metre gauge lines reflected 
a lower rate of improvement. In 1929-30 the increase in 
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efficiency was only 3*25 per cent as compared with 9’56 per cent 
on the broad gauge. But from 1931-2 onwards, during the 
period of the depression, there was a remarkable improvement, 
and the composite index stood 12 per cent higher by 1936-7. 
Railway administrations were thus able to force up the standards 
of working on the metre gauge to near about the same levels 
as on the broad gauge, which is particularly satisfactory in 
view of the "disparity in 1929-30. 

There can be no doubt, therefore, that Indian railways 
improved their operating efficiency considerably as compared 
with the standards of working in 1924-5. The performance 
on individual railways is bound to vary, but even here detailed 
analysis of the composite indices discloses a general improve- 
ment. Among state-managed systems of the Class I railways, 
a substantial rise in efficiency, varying from 12 to 24 per cent, 
was effected on all the lines with the exception of the N.W., 
on which there was a comparative deterioration and an im- 
provement in 1936-7 of 1*4 per cent only. 

The company-managed railways also disclose a similar 
improvement in operation, and on the whole they compare 
favourably with the state-managed lines. In this group there 
are considerable differences between one railway and another. 
Thus the Bengal Nagpur and South Indian (B.G.) show in- 
creases in efficiency to the extent of 20-2 per cent, while others 
record lower figures. 

It is interesting to compare the performance of the state- 
managed and company-managed railways. The indices for 
select years for the broad gauge sections of four State and 
four compa^iy lines disclose significant changes in the operating 
efficiency of the two groups. As may be seen from the averages 
shown in Table 114, the operating efficiency of the four State 
systems increased from 10*34 per cent to 12*70 per cent in 
1936-7. The company -managed lines, starting from a much 
lower figure of 4*92 per cent, showed during 1930-7 an increase 
in efficiency to the extent of 18*02 per cent. This is a striking 
increase, and is due mainly to the improvement under the 
milage per goods train- hour. 
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TABLE 114. PROGRESS OF OPERATING EFFICIENCY ON THE STATE- 
MANAGED AND COMPANY-MANAGED RAILWAYS DURING 1930-7* 







Broad 

gauge 







State -managed 




Company 

-managed 


Kailwayt. 

192y-30 

]9a2-3 

]93l-5 

1935 6 

1936-7 

R'tilways 

1929-80 

1932 3 

193t-5 

1935 0 

1936-7 

E.B. 

16-27 

10-27 

16-73 

12-27 

13-33 

B.N. 

12-27 

16-93 

16-93 

20-33 

19-80 

E.L 

)M3 

12-53 

13-47 

12-00 

11-87 

B.B.&G.I. 

1-87 

3-20 

11-13 

12-80 

16-27 

G.I.P. 

14-27 

18-20 

22-00 

23-67 

24-20 

M.&S.M. 

3-80 

4-93 

10-80 

11-33 

13-60 

N.W. 

-0-73 

-3-40 

-0-80 

-113 

1-40 

S.I. 

1-73 

7-40 

8-80 

16-87 

22-40 

Average 10’34 

9-40 

12-85 

11-70 

12-70 

Average 

4-92 

5-62 

11-92 

16-08 

18-02 






Metre 

gauge 






Burma 

6-27 

8-40 15-80 14-13 1600 

A.B. 

3-13 

-0-43 

9-93 

5-13 

7-13 






\ 

B.B.&C.I. 

-1-87 

1*00 

6-93 

6-93 

8-47 

E.B. 

12-27 

12-47 

14-13 

17-47 

17-53 

M.&S.M. 

11-07 

7-93 

11-93 

10-87 

11-47 







S.I. 

0-33 

3-80 

10-53 

12-87 

12-27 







B.&N.Wf. 

-6-80 

2-87 

7-33 

9-40 

12-53 







R.&K.f 

12-20 

9-63 

8-60 

8-00 

10-97 

Average 

9-27 

10-44 

14-97 

15-80 

16-77 

Average 

3-17 

3-08 

9-83 

8-95 

9-84 


* The figures are percentage increases in composite indices of operating efficiency, 
computed as stated earlier in the text taking 1924-5 = 100. fExcluded from average. 


The examination of the group efficiency of the metre gauge 
sections does not afford so good a basis of comparison, as we 
have only two State lines against four company lines. The 
group index moved during 1930-7 from an increase of 9*27 
per cent to 16*77 per cent, on the former and of 3*17 jier cent to 
9*84 per cent on the latter. While the general level as com- 
pared with 1924-5 was substantially higher on the State lines, 
the rate of increase on company lines exceeded that of the 
former. But there is still a differon^e of 6 to 7 per cent in 
favour of the State railways. 

It is necessary to exercise some caution in interpreting 
these indices. Such high figures as 20 per cent and over in the 
composite index, and even higher figures under the individual 
factors, indicate in all probability an unsatisfactory situation 
in the base year. But even allowing for this, it is clear that 
the movement has been towards greater efficiency in operation. 

STORES BALANCES 

The progress in administrative ^ and operating efficiency 
resulting in a reduction of expenditure is illustrated by the 
stores balances. Indian railways require a considerable volume 
of diverse classes of materials which have to be kept in stock 
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to avoid delay in replacement or repairs of worn-out equip- 
ment. The need to carry adequate stores may not arise in 
such an acute form in countries where the manufacturing 
industries exist to supply the domestic railway market. In 
India most of the materials have to be imported, and railways 
have' to provide themselves with large stocks well in advance 
of their actual needs. The maintenance of stores is, therefore, 
an important item for Indian railways. 

The maintenance of stocks of stores raises several important 
questions of financial policy. Stores lying idle or unutilized 
are materials not earning a return on the cost incurred in their 
purchase. The magnitude of the stocks of stores may be 
judged from the fact that in 1924-5 railways had with them 
stores of the value of Rs. 20 crores. This implies that the 
investment in materials remaining idle costs railways, taking 
a 5 per cent interest, Rs. 1’25 crores. Sound and economical 
management always endeavours to keep down the stock of 
materials to the minimum. Apart from the direct loss in 
tying up capital, there is the danger of materials becoming 
useless through obsolescence on account of technical improve- 
ments in railway practice. The policy followed since 1920 
shows that Indian railways have been alive to these problems. 
The value of stores balances at the end of each financial year 
during 1920-37 is shown in Table 115. 

TABLE 115. STOKES BALANCES ON STATE-OWNED RAILWAYS* 


(Bs. in crores) 

Per cent of Per cent of 


Year 

Rs. 

1924-5 

Year 

Rs. 

1924-5 

1921-2 

23-67 

139 

1929-30 

16-95 

99 

1922-3 

23-51 

138 

1930-1 

15-21 

89 

1923-4 

22-09 

129 

1931-2 

13-65 

80 

1924-5 

17-09 

100 

1932-3 

12-10 

71 

1925-6 

15-68 

92 

1933-4 

10-22 

60 

1926-7 

14-69 

86 

1934-5 

9-34 

55 

1927-8 

17-32 

101 

1935-6 

9-40 

55 

1928-9 

17-09 

100 

1936-7 

9-20 

54 


♦ 

Railway Board's 

Reports y Vol. I. 



Bulk 

orders in 

connexion 

with post-war rehabilitation 

programs 

and increased prices 

led to a 

large 

amount of 



408 


OPERATING EFFICIENCY 


capital being locked up, and the stores carried in stock in 1921-2 
were valued at Rs. 24 crores. The criticism of the Inchcape 
Committee led to measures being taken to write down surplus 
stocks and secure greater coordination between the orders 
placed and the requirements of railways. The stores depart- 
ments of railways were reorganized and this helped to bring 
about an improvement in the situation. The effect of these 
changes is seen in the reduction of stores balances to Rs. 17*09 
crores in 1924-5. But as the succeeding period was one of 
active construction and expansion, stores balances must have 
been higher than might normally have been required. After 
1930 the trend was definitely downward. During 1934-7, 
the value of stores balances, as shown in Table 115, was only 
55 per cent of 1924-5. On many railways the reductions were 
even greater than this. 

Before any inference is drawn from these figures, it is as 
well to state that the volume of stocks depends more or less 
on the character of the works programs of the individual 
railways. Again, a reduction in the cost of stores may not 
imply that the quantity of stores has proportionately decreased, 
for the prices of materials, as was the case during the later 
years, might have come down. The decrease was also to some 
extent attributable to the policy of buying locally imported 
materials and thus transferring the burden of carrying the 
stores to the importing firms. Since 1932 the Railway Board 
decided on a pohey of keeping the closing balances at 40 per 
cent of the issues during the year. But this objective was 
reached only in 1935-6, as the sudden curtailment of con- 
struction programs subsequent to 1930 left a large accu- 
mulation of materials and consequently larger balances. That 
there was a progressively increasing control over stocks of 
stores and a more intelligent estimation of requirements is 
borne out by the statistics quoted earlier. 

CLAIMS FOR COMPENSATION FOR LOSS AND DAMAGE 

Before concluding this chapter, reference may be made to one 
more aspect of railway administration, namely, the reduction of 
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loss and damage to goods in transit and of compensation paid 
on that account. A serious situation had developed during 
the post-war years. In 1913-4 — before the war — the cost 
of compensation amounted to Rs. 25*79 lakhs. Tn 1922-3 
the claims paid amounted to more than Rs. 120 lakhs, an 
increase of 360 per cent. The principal causes for this un- 
satisfactory situation were stated to be increased traffic ; 
increases in the prices of commodities ; disturbed economic 
conditions in the country since the war resulting in higher 
cost of living, combined with unemployment and increased 
lawlessness ; shortage of rolling-stock resulting in delay in 
dispatch and movement of goods, and consequently increased 
opportunities for depredation ; defective condition of rolling- 
stock resulting in loss in transhipment and increased damage 
to consignments requiring protection from weather ; and 
dislocation of traffic consequent on strikes and inadequate 
general supervision owing to temporary shortage of officers. 
The Inchcape Committee found that these might have been 
contributory causes, which, however, were not enough to account 
for so great an increase. They, therefore, recommended a careful 
investigation as to the measures needed and a general tightening 
up of control. With these measures and falling prices, the 
committee argued that a considerable saving could be effected,® 
The increase in the number of claims made and discharged 
reflects the effects of the laxity which had grown up in the 
methods of working. Not only did the payments made represent 

a large amount of expenditure ; but the claims put forward 
and repudiated must have involved a considerable loss to 
the business community. A determined attempt to prevent 
loss and damage was made in 1923-4 and in succeeding years. 
Improved methods of securing wagon were introduced and 
watch and ward departments reorganized. The rehabilitation 
program replaced old by new rolling-stock, and brought better 
illumination at stations and adequate fencing of railway property. 
More efficient supervision of outdoor staff was enforced and office 

® Inchcape Committee Report, para. 20, p. 105, 

52 ir)14B 
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procedure was reorganized to enable more expeditious scrutiny 
and settlement of claims. Finally, responsibility was fixed on 
the staff with a view to preventing the recurrence of such losses. 

The claims paid by Glass I railways (excluding the Jodhpur) 
from 1922-3 to 1935-6 are given in Table 116. It will be*seen 
that a reduction was effected from Rs. 56*70 lakhs in 1924-5 
to Rs. 3*53 lakhs, or 6 per cent, by 1935-6. Even taken as a per- 
centage of goods earnings, the improvement has been remarkable : 
the decrease amounted from 0*47 per cent to 0*06 per cent. 

TABLE 116. COMPENSATION FOB GOODS LOST OR DAMAGED* 
(Class I Railways) 


Year 

Rs. in lakhs 

Percentage of 
goods earnings 

Year 

Rs. in lakhs 

Percentage of 
goods earnings 

1922-3 

1,20-31 


1929-30 

9-24 

0 14 

1923-4 

78-97 


1930-1 

7-66 

0T2 

1924-5 

56-70 


1931-2 

5-03 

0-09 

1925-6 

29-32 

0-47 

1932-3 

3-66 

0-07 

1926-7 

15 22 

0-24 

1933-4 

2-87 

0-05 

1927-8 

9-50 

0-14 

1934-5 

2-92 

005 

1928-9 

1093 

0-16 

1935-6 

3-53 

0-06 


* Railway BoarcVs Reports, Vol. II. Tho figures exclude the Jodhpur. 


The analysis of railway operation in all its different aspects, 
undertaken in this chapter, serves to indicate that Indian 
railways improved their general efficiency of operation to 
a remarkable extent. This conclusion is supported by all 
the factors examined : the ' general condition of the stock, 
the more intensive utilization of railway plant and equipment,, 
the decrease in coal consumption, the decrease in unremu- 
nerative phases of working, the reduction in stocks of 
stores, and loss and damage to good5 in transit.^ The im- 
provement was not arrested during the depression. In fact, 
as a result of the job analysis investigations, inaugurated 
after the Pope Committee’s enquiries,^® the campaign for 
further economy and increased efficiency was prosecuted. 
The improvement of recent years is largely due to these efforts. 

• The Wedgwood Committee stated that ‘the operating statistics indicate that there 
has been a substantial advance in efficiency and economy in management since the de- 
pression began in 1930 .’ — Wedgwood Committee Report, pp. 13-4. 

Report ^of the committee, appointed to suggest methods by which efficiency can be 
improved and economy effected, etc., February 1933 ; the second report, February 1934, 
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THE STATE AND RAILWAY ADMINISTRATION 

State control of railway policy, finance and administration, 411. 

The machinery for control, 412. The Central Legislature, 412. The committees 
of the legislature, 413. The Railway Board, 415. The Rates Advisory 
Committee, 416. Local advisory councils, 418. 

State management since 1924, 419 (a) National control, 420. (6) Demand 

for Indianization, 421. (c) Indian industries and stores purchases, 423. 

(d) Regard for public opinion, 427. Criticism of state management, 
430. 

The State has been intimately associated with Indian railways 
from the very beginning of railway construction. Apart from 
the generous terms on which private enterprise was encouraged 
— supply of land free of cost, financial assistance and guarantee 
against loss — the Government of India were by force of cir- 
cumstances committed to a policy of gradual acquisition of 
the proprietorship, if not the management, of most of the 
lines. As the State had provided the bulk of railway capital, 
the attempt to safeguard its interest resulted, even during 
the era of companies, in a most elaborate and thoroughgoing 
system of control of railway operation. Thus the companies 
were required not only to maintain, equip and staff the line 
to the satisfaction of Government, they were also to carry 
out alterations or improvements in the line or in working as 
might, in the interest of safety, be considered necessary. 
Under their contracts the companies were obliged to enter 
into agreements with other railways in connexion with service, 
facilities, rates and fares, interchange of equi|)ment, etc. The 
train service should be such as Government required and the 
maxima and minima rates and fares were prescribed by them. 
In all other matters, the companies were subject to Govern- 
ment supervision and control. They had not even the right 
to keep or spend any money received by them in the course 
of business. All moneys received in respect of the under- 
taking, whether on capital or revenue account had, under the 
contracts, to be j^aid to Government account. All expenditure 
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by the companies had to be stated and submitted for sanction 
of Government. These features were disclosed by all the 
guaranteed companies till their acquisition by the State. 
In view of such rigorous surveillance by the State, it is 
doubtful if the guaranteed companies, shorn of all initiative and 
independence in management, retained anything more than the 
semblance of private undertakings. The executive Government 
had full control of railway policy, finance and operation. 

The increasing pqblic interest in railway problems and in 
their relation to the State coincided with the constitutional 
changes under the Government of India Act, 1919. Railway 
policy, finance and administration came within the detailed 
review of the Central Legislature and other bodies set up by 
it. Our study of Indian railway finance will not be complete 
without a brief survey of the present machinery for the control of 
railway policy and working. It consists of the following bodies : 

( 1 ) Central Legislature 

(2) Committees of the Central Legislature : 

(а) Central Advisory Council 

(б) Standing Finance Committee, Railways 
(c) Public Accounts Committee 

(3) Railway Board 

(4) Rates Advisory Committee 

(5) Local advisory councils. 

CENTRAL LEGISLATURE 

Under the present constitution, the administration of the 
State-owned railways comes within the vote of the Legis- 
lative Assembly. The presentation of the railway budget 
has always been an occasion for a full dress debate. The 
deliberations and discussions during the voting of the demands 
for grants have afforded opi)ortunity for a compi-ehensive 
review of policy within the limits of the time allotted. Apart 
from this, through the exercise of the rights of interpellations 
and moving resolutions, the Central Legislature has exerted 
considerable influence over the policy and action of the railway 
administrations. No critic of the legislature can accuse it 
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of abusing the powers it enjoys over railway matters. The 
legislature has throughout, with few exceptions, stood by the 
railways in supporting their pohcies and programs, such as 
the separation of railway finance, the post-war capital program, 
and other administrative and financial reforms. It has gone 
further and sought to correct the inevitable defects of a tech- 
nically irresponsible executive department. It is amazing 
to recall at this date that conditions of travelling for third 
class passengers should have reached such serious dimensions 
two decades ago as to become almost a national scandal. Rail- 
way debates during the twenties vividly described and criti- 
cised them. That the program of improving the conditions 
of passenger travel in the lower classes was energetically and 
expeditiously pursued owed a great deal to the special interest 
shown by the legislature on this question. Again the policy 
followed by the Railway Board to correct racialism in the 
superior services — a defect to which the Acworth Committee 
drew particular attention — ^has been another fruitful field for 
criticism by the legislature and noticeable progress has been 
recorded. Apart from the non-votable items such as interest 
and sinking fund charges, the bulk of railway expenditure 
comes under the vote of the Assembly. A separate day is 
allotted for general debate and four days for discussions on 
the demands for grants. The Assembly has rarely been able 
to deal with more than two demands, but that containing the 
expenditure of the Railway Board has provided extensive 
scope for a comprehensive discussion of the various subjects 
in which the Assembly is interested. 

COMMITTEES OE THE CENTRAL LEGISLATURE 

A more detailed scrutiny is exercised by the three com- 
mittees of the legislature, the Central Advisory Council, the 
Standing Finance Committee and the Public Accounts Com- 
mittee. The Central Advisory Council, constituted somewhat 
differently from the composition recommended by the Acworth 
Committee, started with nominated members to tender advice 
on questions of policy and, with the separation of railway 
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finance, became an elected body. The membership of the 
council is made up of the members of the Standing Finance 
Committee for Railways, one nominated official member, and 
six non-official members each from the Council of State and 
the Assembly, selected from a panel of eight. The valuable 
work done by the Advisory Council will be clear from the fact 
that many changes of a far-reaching character introduced 
since 1924 took their final form from their deliberations. 
Consider, for example, the separation of railway finance, the 
constitution of the rates tribunal, the institution of the 
depreciation fund, the technical training of officers, control 
of stores balances, and the financing of branch lines, all of 
which have been fully or partly accepted by the Railway Board. 
The initiative and driving force for carrying out these reforms, 
it can hardly be denied, have come mainly from the legislature 
working through the council. 

The convention set up a new advisory body, the Standing 
Finance Committee. The Railway Department is required 
to place all estimates of expenditure for the approval of this 
committee before bringing them to the Assembly. The pro- 
ceedings of the committee indicate that on the whole the 
Railway Department has had to encounter little difficulty or 
friction from the members. It has secured the support of the 
committee to almost all its proposals, even to many of the 
schemes which, in the light of subsequent experience, appear 
today of doubtful value. 

Finally, the Public Accounts Committee undertake the 
usual functions of ascertaining the financial propriety and effi- 
ciency of financial control through post-mortem examination 
of railway accounts. It was this committee which 
brought to light cases of financial irregularities through' 
the reports submitted by the Railway Audit Department. 
The value of the scrutiny exercised by the legislature and the 
committees hardly needs further amplification. The fact that 
financial irregularities continue to be discovered shows how 
persistent has to be its vigilance. The responsibility for account - 
ability and the dread of exposure have been the two con- 
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stitutional devices to provide deterrents for those who are 
tempted to exceed the borderline of financial rectitude. 

The influence of politicians in these respects has been on 
the whole to the general good. If all the improvements were 
not initiated by the legislature, there was undoubtedly con- 
siderable pressure from its influence and constant criticism 
to carry out many of thorn. What had previously been mere 
departmental routine and changes ordered by the heads of 
departments had to be justified and explained to the Assembly 
on economic or technical grounds. Further, before voting 
took place the Railway Member or the representatives of his 
department had to meet the criticisms raised during the debate 
and explain incidentally the whys and wherefores of the rail- 
way estimates. The very fact of having to account for their 
actions naturally had the result of making the railway authori- 
ties more circumspect about their policy and procedure. 

It is interesting to inquire into the reasons why the baser 
forms of political pressure have not been at work so far. One 
fact seems to bo obvious : the legislature with its restricted 
powers and new to its duties has been too much engrossed 
in its efforts to exact comforrnity to its wishes from a techni- 
cally irresponsible and irremovable executive on fundamental 
problems to permit sectional questions to intrude into its 
discussions. Thus the Assembly could not afford to waste 
time on smaller matters when, as in 1920 and 1921, the question 
of state management had to be decided. Naturally attention 
had-, to bo concentrated on achieving the more important end. 
Again, as regards Indianization it wa^ more a question of 
policy than one of groups or individuals. It was when the 
Assembly had won on the major points that such questions 
as communal distribution of railway appointments, preferen- 
tial treatment of minorities and such like matters began to 
intrude into the Assembly debates. 

RAILWAY BOARD 

The executive organization in charge of railway admi- 
nistration is the Railway Board, and, as at present 
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constituted, is the Railway Department of the Government 
of India, exercising powers . of general control over all 
railway matters in India. The membership of the 
Board consists of a Chief Commissioner, a Financial Commis- 
sioner, a Labour Member, and two Members for Traffic 
and Engineering, Since 1931 as a result of retrenchment 
measures two posts have been held in abeyance. The Railway 
Board profess to follow a policy of dealing with only important 
matters, of delegating large powers to Agents or General 
Managers, and of interfering as little as possible with the details 
of administration. Individual railways are free to fix what 
rates and fares they please so long as they are within the maxima 
and minima fixed by the Board. But the details of the classi- 
fication of goods and rates and faros are left to the Indian 
Railway Conference Association which represents practically 
all the railways. Though its rules and regulations are binding 
only to the extent to which they are agreed to by individual 
railways, its work on tariffs and carriage and wagon inter- 
change has contributed to the introduction of uniformity in 
practice. 


RATES ADVISORY COMMITTEE 

The Railway Rates Advisory Committee, constituted on 
1 April 1926, sought to remedy a serious defect in Indian rail- 
way organization, namely, to provide a machinery to deal 
with complaints from the customers of railways. The Railway 
Commission provided for in the Act proved too cumbersome 
to be appointed and too expensive for the trader. Though 
the Act was passed in 1890, the commission has in fact never 
been appointed, even though the commercial community had 
pressed for it.^ The Acworth Committee recommended the 
establishment of a rates tribunal on the lines of the British 
Railway Rates Tribunal. The advisory status to begin with 
was justified not only on the model of the British experiment, 

1 *The enforcement of the remedy under this Act involves the setting up of a special 
court to try each individual case, and this procedure is so cumbrous and inapt that in 
fact no court has ever sat,’ — Ac Committee Report, para 146, p. 49, 
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but also to afford the committee an opportunity to pioneer 
the new path and to gain experience before being invested 
with the powers and authority of a tribunal. But the example 
of the transformation of the British committee into a 
tribunal within two years has not been followed and the 

advisory status of the Indian committee still continues. The 
constitution, status, and limitations of jurisdiction and 
powers have hampered the committee from becoming an 
active agent in correcting • defects and deficiencies in 
current railway rates practice. The scope of the terms 
of reference is restricted to unreasonable rates and undue 
preference.^ The committee cannot pronounce an opinion 

on so important a matter as the classification of goods. 

Even questions falling within the scope of the terms of refer- 
ence, can bo taken up only on a direction to the committee 
by the Railway Board. ^ Even on matters under reference 

the committee’s utility to afford relief to the complainants, 
if deemed equitable and necessary, is strictly circumscribed. 
The advisory character of the committee militates against 
making an effective appeal to the trading public, as the advice 
tendered to the Railway Board may not be accepted. In 
fact, there have been cases where the Railway Board questioned 
the findings of the committee on points of fact. Even more 
unusual for a semi- judicial body, following legal forms and 
procedure, is to find the Government of India assuming 

^ The terms of reference also include complaints or disputes in respect of terminals* 
reasonableness as to conditions as to packing of articles liable to damage in transit or 
cause damage to other merchandise, conditions as to packing attached to a rate, and 
complaints as to the provision of reasonable facilities, 

® The procedure for the reference of complaints to the Bates Advisory Committee 
is as follows ; (a) An application for a reference shall be addressed to the Government of 
India (Railway Department), a copy being sent to the railway concerned accompanied 
by a deposit of Rs. 10. (b) Within one month of the receipt of the application, the 
General Manager shall prepare a statement of the case with his observations thereon and 
submit it to the Secretary, Railway Board, (c) After consideration of the application and 
the General Manager’s observations, the Government will determine whether or not it 
should bo referred to the Rates Cornmittoe for consideration, {d) If the application is not to 
be referred to the committee, the applicant will be informed accordingly, (e) If Govern- 
ment decide to refer it, the respective parties will be so informed and the committee will 
be instructed to deal with it. (/) If the General Manager is able to dispose of the com- 
plaint to the satisfaction of the complainant within one month and the applicant with- 
draws his complaint, the deposit will be returned. Note that the procedure mentioned in 
(c) clearly takes out the powers of the comioittoo from dealing with the complaints 
directly. 


53-1614B 
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competence on a point of law as well.^ The real value 
of the committee to the customers of railways has thus been 
unduly narrowed by so many limitations* This is probably 
one of the reasons why so few cases have been dealt with by 
the committee. The potentialities of this body for public 
good can only be realized by an enlargement of its scope, 
powers, discretion and authority.® 

The local advisory councils are smaller bodies in local 
centres attached to individual railway administrations to 
provide a convenient meeting ground for railway executives, 
the business community and the general public. 

To this necessarily brief survey of the existing scheme 
of things must bo added a few observations in the light of certain 
special features in India. The intimate relations of the State 
with railway management and operation arising from its 
proprietorship of most of the lines, have made both the interest 
and knowledge pertaining to railway economics far less diffused 
than in other countries. In Great Britain, for example, with 
the dominance of private enterprise, the public generally, and 
the stockholders and speculative elements in the City in parti- 
cular, take so keen an interest that weekly statistics are scruti- 
nized with an eagerness that is quite unknown in India. Added 
to this is the fact that until recently, the wisdom and experi-» 
ence garnered by officers of the higher grades of railway service 
were not retained in the country owing to their retirement 
from India. The effect of these factors combined with a 

* The orders of the Government of India in Case II Central Provinces Portland Cement 
Company, Lid., v. The O.I.P. Railway, and in Case XVII» The Alembic Chemical Works 
Ltd., V. The E.I., O.I.P. , N.W., B.B.dsC.I., B.N. and M.&S.M. Railways in regard 
to Medicines. ^ 

® The observations of the Wedgwood Committee on the Rates Advisory Committee 
are interesting : ‘Tiie existence of the Railway Rates Advisory Committee does not appear 
to be generally known. Those members of the trading public who know of it complain 
that its procedure is slow and that it is too much under tho wing of the Railway Board 
. . .we think the procedure of the committee should be made both more expeditious 
and more public. We accordingly make the following recommendations : 

(а) Less time should be occupied in preliminaries, and the procedure generally 
should be expedited. 

(б) At present it rests with the Government to determine whether or not an appli* 
cation should be referred to the Advisory Committee for consideration. In our view 
the Government should accept an obligation to refer to the Advisory Committee any 
relevant application imless in the opinion of the Government the application is frivo- 
lous or vexatious. If the Government should refuse to refer an applioation to the coni- 
mittee, they should give their reasons, in writing for so doing .’— Commiuke 
Peporti para 133, p. 86, 



THE STATE AND BAILWAY ADMINISTBATION 410 

politically irresponsible executive not amenable to popular 
control was to remove railways from the scope of general 
interest and discussion until about the last reforms. With 
the constitutional changes have come an enlargement of the 
scope for the expression of opinion, official and non-official, 
and supply of information on railway matters. The railway 
budget discussions, debates on special motions and answers 
to questions, proceedings of the Assembly committees all 
these are reported in detail in the press — have helped to inform 
the public on every aspect of railway administration and thus 
to stimulate general interest on railway problems. 

y 

STATE MANAGEMENT SINCE 1924 

We may now attempt, in the light of the present survey 
of railway finance and operation during 1924-37, an assess- 
ment of the effects of the policy of state management. The 
acquisition of the East Indian and Great Indian Peninsula 
Railways during 1924 and 1925 led to four major systems 
being directly administered by the State, and the termination 
of the contract with the Burma Railways in 1929 increased 
the total to five. Thb policy of further acquisition suffered 
a check in the thirties, owing to the general financial stringency 
during the depression, and official pronouncements during 
recent years appeared to be sceptical of further progress in 
state management. But force of circumstances since the 
commencement of World War II has led to the taking over of 
the remaining six railways, the Assam Bengal, Bombay Baroda 
and Central India, Bengal and North Western (including the 
Rohilkund and Kumaon), Bengal Nagpur, Madras and Southern 
Mahratta and South Indian Railways. State management has, 
therefore, become an accomplished fact. 

The State -owned railways constitute so colossal an under- 
taking that their satisfactory management presents a problem 
of the first magnitude. The task of the controlling authority 
has, with the transfer of more company-managed railways 
to state management, become greater than ever before. It 
is, therefore, important to inquire whether the system of State 
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administration since 1924 in effect is on the whole adequate 
to meet the responsibilities of efficient and economical opera- 
tion of ail the railways. What lessons are to be learnt from 
the experience of 1924-37 ? As the same practice has con- 
tinued to be in force since 1937, a critical evaluation of the 
present policy and organization may be useful in ascertaining 
the principles to be adopted for the future management of 
the State-owned railways, particularly with reference to the 
machinery contemplated in the Government of India Act, 
1935. 

The demand for state management, as stated in, the opening 
chapter, was pressed partly on political and partly on economic 
grounds, namely : 

(a) the desire, due to national consciousness, for national control 
of railways,; 

(b) the demand for Indianization of the higher ranks of the services 

(c) the desire to adapt the railway rates policy and purchases of 
stores to the needs of Indian industries ; and 

(d) to secure better conformity from railways to public opinion than; 
was thought possible from railways controlled by London boards of directors. 

It will be instructive to examine the extent of success 
under state management in attaining these objectives. If 
they have been in the main realized, the public operation of 
railways is, at least from this* point of view, fully justified. 

(a) National control 

The demand for national control of the State-owned rail- 
ways was sought to be met in the present system of control 
and management, which is undoubtedly an improvement on 
its predecessor. < The presentation of the railway budget 
estimates, the voting of the demands for grants, the prior 
examination of proposals by the Central Advisory Council 
and the Standing Finance Committee, and the scrutiny of 
the appropriation accounts by the Public Accounts Com- 
mittee make for a comprehensive system of parliamentary 
control of railways. It is not, of course, as complete as the 
nationalist would like ; the power of certification, the domi- 
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nance of the official bloc and the exclusion of certain items — ■ 
the ‘non-votable’ — ^from the purview of the legislature set 
important limitations to its powers. But these features are 
not peculiar to railways : they form part of the present con- 
stitutional machinery. But even with these limitations, the 
Central Legislature, through pressure brought to bear on the 
executive, has been able to influence policy and secure a far 
closer approximation to public opinion than was conceivable 
in the former regime. 

(6) Demand for Indianization 

We have already seen how extraordinarily sensitive public 
opinion was on the subject of the low proportion of superior 
appointments held by Indians. The Acworth Committee 
pointed out : ‘None of the highest posts are occupied by 
Indians ; very few even of the higher. The position of a 
district engineer, district traffic superintendent or of an 
assistant auditor is, with one or two exceptions, the highest 
to which Indians have hitherto attained.’® The state-managed 
railways showed a proportion for Indians of 14*60 per cent. 
Some companies almost came up to this level : the percentage 
on the E.I. (company) was 14*61 ; on the B.N., 12*12, and 
on the the A.B., 10*17. But on others, the figure was less : 
the G.I.P. had less than 5 per cent and the Burma 3 per cent. 
The committee sympathizing with the demand for a more 
rapid pace of Indianization, suggested the propriety of estab- 
lishing a minimum percentage to be reached within a fixed 
period and of increasing the facilities for training Indians for 
superior posts. 

The steps taken to increase the proportion of Indians in the 
superior railway services showed some results as early as 1925 
itself. Out of a total of 1,948 officers, the number of Indians 
stood at 463, or 24 per cent. By 1937 the percentage had 
advanced to 45. The percentage of European officers decreased 

® Acworth CommUtee Report, para 182, p. 58. Cf. ‘Out of 1,749 posts classed as supe- 
rior, 182 or rather more than 10 per cent are filled by Indians. Of the 182 Indians, 168 
occupy posts as assistant district officers in the various departments ; 24 have reached 
the higher grade of district officers.’ 
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during the period from 76 to 55. The same trend is seen in 
the upper subordinate services. The European element was 
almost halved from 31 to 16 per cent, and the Indian em- 
ployees increased from 69 to 84 per cent. 

If state management was expected to lead to Indianization 
more rapidly than was believed to be possible on the company- 
managed railways controlled by London boards, the position 
revealed by the two groups during the period, as shown in 
Table 117, does not indicate any striking difference. The 
percentage of Indian officers to the total increased during 
1925-37 from 28 to 47 on the state-managed railways and 
from 19 to 42* on the company-managed railways. The per- 
centage of the former stands higher, but the extent of increase 
has been greater on the latter. The progress shown by the 
companies should by itself discount heavily the doubts enter- 
tained in the past as to the prospects of rapid Indianization 
on their systems. This is shown even more clearly by the 
statistics of the upper subordinates : the percentage of Indians 
advanced from 67 to 84 on the State lines and from 74 to 84 
on the company lines. 

The detailed figures shown in the table do not. support 
the view that state management has secured a more accelerated 
pace of Indianization. The State railway figures certainly 
stand higher on certain systems, and disclose a difference of 
5 per cent in their favour as compared with the company lines. 
The acceptance of a definite policy of Indianizing the superior 
services and the efforts of the Railway Board in persuading 
the companies to fall into line with this policy are mainly re- 
sponsible for the almost similar results in the two groups. But 
this, be it noted, is due more to Government policy than the 
type of management. On the other hand, state management 
has certainly made it possible for Indian officers to hold the 
highest appointments on railways, such as General Manager, 
heads of departments, etc. On the company-managed lines, 
instances have been rare of Indian officers rising to the position 
of even heads of departments. The Acworth Committee’s 
comment on this point seems to hold good even now on these 
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TABLE 117. STATISTICS OF THE PROGRESS OF INDIANIZATION 

European Indian 





%of 

total 



%of 

total 

Railways 

1925 

1937 

1925 

1937 

1925 

1937 

1925 

1937 

State-managed : 



Officers 





Burma 

90 

71 

86 

74 

15 

25 

14 

26 

E.B. 

79 

51 

63 

43 

46 

68 

37 

57 

E.l. 

227 

139 

72 

46 

87 

161 

28 

54 

G.I.P. 

175 

139 

79 

65 

46 

76 

21 

35 

N.W. 

192 

123 

66 

46 

101 

145 

34 

54 

Railway Board, etc. 
Total 

59 

42 

70 

55 

25 

35 

30 

45 

822 

565 

72 

53 

320 

510 

28 

47 

Company -managed : 

A.B. 

52 

35 

85 

51 

9 

33 

15 

49 

B.N. 

170 

106 

77 

56 

51 

83 

23 

44 

B.B.&C.l. 

1.59 

110 

82 

65 

35 

60 

18 

35 

M.&S.M. 

122 

84 

85 

61 

22 

53 

15 

39 

S.L 

93 

63 

82 

51 

21 

60 

18 

49 

Total 

596 

398 

81 

58 

138 

289 

19 

42 



Upper 

subordinates 





State-managed : 

Burma 

28 

19 

9 

5 

290 

355 

91 

95 

E.B. 

143 

56 

34 

14 

274 

356 

66 

86 

E.l. 

859 

343 

44 

18 

1,114 

1,550 

56 

82 

G.I.P. 

286 

212 

23 

17 

957 

1,032 

77 

83 

N.W. 

401 

222 

33 

17 

829 

1,122 

67 

83 

Railway Board, etc. 


2 


. . 

. . 

229 

. . 

, , 

Total 

l,7i7 

854 

3^ 

16 

3,464 

4,644 

67 

84 

Company -managed : 

A.B. 

22 

13 

23 

12 

73 

100 

77 

88 

B.N. 

333 

119 

37 

14 

556 

711 

63 

86 

B.B.&C.T. 

155 

170 

17 

18 

784 

771 

83 

82 

M.&S.M. 

85 

57 

29 

18 

205 

260 

71 

82 

S.I. 

63 

26 

21 

10 

233 

243 

79 

90 

Total 

658 

385 

26 

16 

1,851 

2,085 

74 

84 


* Railway Board’s Reports^ Voi. I. 


systems. A later start, and perhaps some prejudice, probably 
explains the reason for the time lag. But the clear declaration 
of Government poHcy has, on the general question of Indiani- 
. zation, led to the same results without any acquisition, and 
consequently policy, not management, is the important factor. 
The case for state management will therefore have to seek 
more secure grounds than the progress of Indianization. 

(c) Indian industries and stores purchases 

Public opinion, as stated earlier, was also suspicious of 
railway rates policy as it affected Indian industries. Towards 
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the end of the last war. Government were committed to a 
policy of industrial development, and, in the early twenties, 
to a policy of protection. Indian railways, which normally 
spend large sums of money on purchases of materials and 
stores, could, as in other countries, provide an important market 
for domestic industries. The Indian Stores Department, set 
up to place orders for materials required by Government 
departments, was expected to carry out the policy of en- 
couraging Indian industries. Railways were desired to adopt 
the. same procedure. The importance attached to this by 
the Central Legislature is clear from the specific recommenda- 
tion made in the Separation Convention resolution urging 
on the Governor-Gcneral-in-Council the utilization of the 
Indian Stores Department for the purchase of stores for the 
State railways.*^ 

While accepting the policy of Government, the Railway 
Board maintained their own organization on the different 
railways for the purchase of stores, and the Indian Stores 
Department was, until quite recently, left to handle only a 
bare fraction of the railway orders. When the state-managed 
railways strove to preserve some freedom in the matter of 
purchases, it is not surprising that the company-managed rail- 
ways should be less keen on control from without. But the 
policy of Government on this question was clearly stated in 
these terms : 

‘to make their purchases of stores for the public service in such a way as 
to encourage the development of the industries of the country to the utmost 
possible extent Consistent with economy and efficiency.’ 

In order to give effect to this policy the order of preference 
was specified as follows : 

‘First, to articles which are produced in India in the form of raw materials, 
or are manufactured in India from raw materials produced in India, pro- 
vided that the quality is sufficiently good for the purpose ; 
secondly, to articles wholly or partially manufactured in India from im- 
ported materials, provided the quality is sufficiently good for the purpose ; 


’ The last clause of the resolution, Appendix A. 
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thirdly, to articles of foreign manufacture held in stock in India, provided 
they are of suitable typo and requisite quality ; and 
fourthly, to articles manufactured abroad which need to be specially 
imported.’ ® 

Raw materials obviously required no preference, and railways 
naturally purchased them locally. Whore domestic enterprise 
in the manufacture of certain articles was developing to the 
point of supplying part at least of railway requirements, the 
earlier practice of obtaining imported products deprived it 
of the support of a local market which would have ensured 
its progress and expansion. It is here that Government policy 
was expected to contribute to the industrial development 
of the country. 

The volume of stores ^ purchased for the principal State- 
owned railways is considerable. The value of materials pur^ 
chased during 1924-37 totalled Rs. 273*81 crores. Of this 
Rs. 137*50 crores represented the cost of indigenous products. 
Approximately one-half of the balance of Rs. 136*31 crores 
was spent on imported stores purchased locally, and the other 
half ,011 direct imports. It is not easy to draw inferences from 
these total figures distributed over six years of active con- 
struction and seven depression years of attenuated programs 
and reduced expenditure. Statistics of percentages of the 
value of indigenous materials to the total reflect in general 
the proportion of the raw materials to the manufactured goods, 
and do not indicate any large displacement of imports by 
domestic production. But the change in this direction has 
started : the increasing reliance on local manufacture under 
such items as rails, bridge work, etc., and the adoption of rupee 
tenders appear to be accelerating the process. 

As public opinion a generation ago expected from state 
management a substantial assistance to Indian industries, 
it is. interesting to compare the record of the state-managed 
and the company-managed railways as regards the purchases 
of stores. Taking the figures of four state-managed lines 

® Government of India Resolution, No. S.217 of 12 December 1929, Department of 
Industries and Labour to take effect from 1 January 1930. 

64— .16UB 
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and five company-managed lines during 1924-30, the value 
of stores purchased by the two groups was distiibuted as shown 
in Table 118. 

TABLE 118. STORES PURCHASED DURING l<)24-3()* 

(In crores of rvpees) 


Railways 


State-managed : 

A 

B 

A 1 B 

C 

E.B. 

1-84 

P98 

3-82 

5-97 

E.I. 

8-89 

6-94 

15 83 

14-04 

(LLP. 


5*92 

18-30 

7-38 

N.W. 

7' 13 

6*7(S 

13-89 

17-28 

Total 

30*24 

21*60 

51-84 

44-67 

Percentage of total 

31 

23 

54 

46 

Company -managed : 

A.B. 

0*98 

0*62 

1-60 

1 61 

B.N. 

5*18 

5*00 

10-18 

7-00 

B.B.&C.L 

(>•26 

3*00 

9-26 

7-86 

M.&8.M. 

5*38 

1.-73 

7-11 

4-09 

S.I. 

.5*70 

1*65 

7-35 

2-99 

Total 

23*50 

12*00 

35-50 

23-55 

Percentage of total 

'40 

20 

60 

40 


A direct imports, B imported stores purchased locally, C indigenous products. 

* Railway BoarfVs ReportHy Vol. I. 

The cost of stores of indigenous origin was 46 per cent on 
the state -managed lines and 40 per cent on the company- 
managed systems during 1924-30. The proportion is un- 
doubtedly higher on the former, but the company-managed 
lines are not far behind. 

The drastic curtailment of works and partial postponement 
of current maintenance during 1931-7 led to a corresponding 
decrease in purchases of stores and the figures for the period 
hardly reflect normal conditions. The value of stores pur- 
chased during 1931-7, summarized in Table 119, discloses a higher 
proportion of indigenous products than during the preceding 
period and it is. interesting to see that the percentages of the 
company-managed lines are not far below those of the state- 
managed systems. But as the figures reflect the effects of 
the postponement of ordinary repairs and maintenance and 
the consequent reduction in the purchase of imported stores. 



THE STATh] AND RAILWAY ADMINISTRATION 427 

the relative increase in the proportion of indigenous products 
may have boon exaggerated. 

TABLE 119. STORES PURCHASED DURING 1931-7^ 

{In crores of rupees) 

State-managed railways Company -managed railways 



A 

B 

C 

% of C to 

A 

B 

C 

% of C to 


Rs. 

Rs. 

Rs. 

total 

Rs. 

Rs. 

Rs. 

total 

1931-2 

103 

2-92 

5-48 

58 

1-41 

1*28 

3-87 

59 

1932-3 

009 

2-26 

3-95 

63 

0-79 

107 

2-88 

61 

1933-4 

0-07 

2 51 

4*95 

66 

0-66 

M3 

2-66 

60 

1934-5 

005 

2-57 

5-43 

67 

Ml 

1-46 

3-52 

58 

1935-6 

006 

3-37 

6-14 

64 

1-24 

1-32 

3-44 

57 

1936-7 

005 

2-59 

5*33 

67 

118 

M8 

3 30 

- 58 


A diroofc imports, B imporfcod stores purcluisod locally, 0 iiidigonous products. 
* Railway Board's Report 1930-7, Vol. I. 


. Can it be argued from these facts that State operation has 
been more satisfactory than company-management ? If the 
uniformly higher figures shown by the former are taken to 
suggest its superiority, the company lines also, it should bo 
noted, have approximated to the same levels. Had the record 
of .the latter been different, the anticipations of the advocates 
of state inanagement would have received conclusive proof 
in these figures. Here also the policy of Government and the 
efforts of companies to give effect to it have secured nearly 
identical results. 


{d) Regard for public opinion 

One of the reasons behind the demand for state management 
was the conviction among Indian politicians and business men 
generally that an executive department of Government operat- 
ing Indian railways would be more amenable to popular control 
through the Central Legislature and more disposed to meet 
public requirements than a company-managed administration 
tempted to take shelter under its contracts and responsibility 
to a London directorate. There were certainly instances in 
the past when scant attention was paid to public opinion and 
the companies . could do what they pleased. The cases of the 
Broach block rates and the Pallivasal project have already 



428 


THE STATE AND RAILWAY ADMINISTRATION 


been mentioned. The Acworth Committee referred in detail 
to the allegations of undue preference and unfair competition 
with waterways, complaints regarding owner’s risk rates, 
bribery in connexion with the allotment of wagons, and slack- 
ness in the settlement of claims. No less urgent were the 
grievances of the third class passengers. Many of these com- 
plaints were removed by measures instituted since 1924. The 
appointment of the Railway Rates Advisory Committee provided 
a machinery for the adjustment of rates disputes, while the 
Railway Department answerable to the Central Legislature 
would . certainly not permit such flagrant instances of public 
disservice to rccuK The statistics of payment of damages 
and claims have, as we have seen, shown a remarkable decrease, 
and the prevalence of bribery has been less frequently mention- 
ed than before. Similarly, the complaints of the third class 
passengers were sought to be removed through the regular 
program of improvements and facilities included under the 
open line works on all railways. All these measures have 
wrought a great change in the rail transport situation. With 
the acceptance of the policy of state management, tlio Railway 
Board have been able to place greater emphasis on ])ublic needs 
and service than the profitability of the investment — a 
factor which undoubtedly weighs more with a private under- 
taking. 

These changes have certainly eflbcted a striking improvement 
as compared with the state of affairs in the preceding period. 
The principal agency in inaugurating these measures is the 
Railway Board, which as the Railway Department of the 
Government of India endeavoured to carry into effect their 
policy in harmony with the wishes of the Central Legislature and 
other organs of public opinion. But the trader or the passenger 
has to transact his business not with the Railway Board but 
with the individual railway administrations. It would, there- 
fore, be interesting to inquire as to the extent to which the 
state-managed administrations respond to public opinion and 
whether the change in management has denoted a gain to the 
public from this point of view. 
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An instance in point is afforded by the history of the rates 
system, a subject of intimate concern to the trading community. 
Despite public representations over wellnigh two decades 
and the specific references by the Railway Rates Advisory 
Committee, such defects as the unsatisfactory basis of the 
risk rates and the terminal charges have continued unremedied. 
Whether dealing with state-managed or company-managed 
railways, on rates questions, the trading community, to quote 
the Wedgwood Committee, ‘feel themselves burdened by a 
sense of helplessness to obtain a fair hearing.’ In cases like 
these a state-managed administration has been no more success- 
ful in meeting the needs of business men than the company 
lines. But a state -managed administration has, unfortunately, 
its- procedure decided by a higher authority — the Railway 
Board — and appears to exercise little effective discretion. 
The Agent and General Manager of a company- managed rail- 
way ]R’obably enjoyed greater freedom and initiative. Tiiis, 
of course, is not the faidt of state management but rather of 
the undue cciitrodization of the administj'ative control and 
the bureaucratization which it has brought on its heels. 

While, therefore, a State railway administration may well 
prove the despair of the business community in certain matters, 
it is possible tliat the Railway Board, when persuaded of the 
necessity, may carry out itnprovcments in service facilities 
and remove specific grievances on the state- managed lines 
more readily than might have been possible on the company- 
managed systems such as the Bengal & North Western — a 
railway which figured quite frequently in Assembly debates. 
In other respects the practice of company-managed railways 
has tended to keep pace with that on the State lines. In 
actual practice the public Would have found little to distinguish 
between the State and company lines considered individually. 
The fact that the Railway Board can issue directions to 
the former which have to be carried out makes their 
position different. In the case of the companies, their con- 
tractual rights must be respected. Broadly speaking, the 
Government could only prevent, and their power of initiative 
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was strictly limited. The companies could not bo required 
to carry out works on grounds of convenience or economy, 
if they are not needed for safety. Nor could the State prevent 
the retention or appointment of an unsuitable officer.^ On 
important matters in recent years, tlie Board have, as we have 
seen, exacted obedience from the companies to their policy and 
could, on behalf of the public act with equal effect in other 
matters also. In the last resort the State could compel accep- 
tance by legislation,^^ as it has done in the Hours of Employ- 
ment Regulations, Payment of Wages Act, etc. If, therefore, 
there were lapses or omission to introduce measures as on the 
State lines, the reason was inaction or reluctance to interfere 
on the part of the Board. 

It is fair to conclude that the eajlicr anticipations from 
state management have in substance been realized. But the 
company- managed railways have emulated the example of 
the state-managed systems so successfully that the contrast 
is less striking than might have been expected. A clearer 
definition of the policy of Government on the questions raised 
and a more energetic Board keeping a watch on the adminis- 
tration of that policy have secured results which must be 
deemed on the whole not unsatisfactory on the State and 
company railways alike. 

We may now examine whether the apprehensions of the 
opponents of state management have been borne out by the 
record of operation since 1924. The signatories of the alter- 
native report of the Acworth Committee referred to the adverse 
effects of state management on administrative efficiency, the 
disregard of public opinion, and lack of initiative and flexibility. 

CRITICISM OF STATB^ MANAGEMENT 

The principal objection raised against state management 
is* on the score of administrative efficiency. The decentraliza- 
tion of powers and delegation of responsibility for management, 
so essential to the successful conduct of a business undertaking. 


Acworth Committee Report, paras 137-8, p. 4<). 
• 10 Ibid. 
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are not so readily permitted under the State procedure. The 
separation of T’ailway finance was designed to confer autonomy 
on railways. But the administration of the state-managed 
railways, as it has come about, does not reflect that real re- 
sponsibility which should be exenased by a commercial under- 
taking. Thus the responsibility for administration in the 
case of state-managed luilways does not unfortunately rest 
with the General Manager, as was partially the case with 
company- managed railways. The administrative head of a 
State railway appears to be, in effect, more an agent of the 
Railway Board than tlie General Manager of his undertaking. 
Under the |)resent system, lie is lielplcss to protect even the 
legitimate requirements of his line or to protest against the 
interference of the Railway Board. As he is subordinate to the 
Board his position precludes his taking an independent attitude. 
The financial repercussions of the actions of the Railway Board 
may afibet the net return or the earning capacity of his rail- 
way, but the General Manager is only a cog — a major cog 
admittedly — in a gigaubic bureaucratic machine. He cannot 
have that compelling interest in safeguarding the dividend- 
earning capacity of his system, such as the General Manager 
of a company-managed railway is obliged to have. A Clearing 
Accounts Office or a Centi'a! Publicity Bureau can bo bolstered 
up at heavy cost by the fiat of the Railway Board, and the 
cost apportioned among the state-managed railways regard- 
less of whether individually they can afford the luxury or not. 
A General Manager, whose independence is curbed at every 
turn and has things decided for him, cannot be blamed if his 
administration lacks initiative and degenerates into mere 
routine.^ This is all the more pertinent when the normal tenure 
loft to him before retirement hardly averages three or four 
years ! 

This comes of the application of the ordinary civil service 
regulations and practice, which the Acworth Committee pro- 
nounced as ‘entii*ely imsuitable’ for application in so specialized 
a concern as a railway. ‘The relations between the employer 
and the staff,’ they pointed out, ‘should be more in conformity 
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with ordinary commercial practice. Short-time transfers 
on grounds of seniority from one railway or department to 
another were criticised as not conducive to efficiency, but such 
tendencies during recent years have been frequent enough to 
call for comment. The effects of the civil service regulations 
on the railway staff — even to the responsible segment — -must 
be considered deplorable.. The rules of recruitment may ensure 
the right type of candidate but when he enters service, the 
sheer inertia of "years carries him to the top or as near it as 
possible. Each cadre of service gets transformed into a caste, 
a kmd of service loyalty is developed, and a vested interest 
is created. Each member claims a right to the preservation 
of the ‘conditions of service’— the number of appointments 
and key appointments reserved to the service. Each service 
tries to increase its claims and quota. The jobs as with Govern- 
ment service everywhere are safe, and as once a person com- 
pletes his probation, the automatic increments of the time- 
scales arc what he is entitled to, the only incentives left 
are the prospects of an oiit-of-turn promotion to a vacancy. 
If the top positions are held by comparatively younger men, 
there is ‘stagnation’ in the service, which can bo got over only 
by creating more appointments. If ‘special’ duties and leave 
vacancies cannot solve it — if the number involved is larger 
— ^new posts are created and maintained by expanding the 
departments or splitting up the service. The Controller of 
Railway Accounts and his establishment, costing Rs. 3*5 lakhs 
a year, was maintained for ten years after the Railway 
Retrenchment Sub-Committee had urged its abolition on grounds 
of economy. Service requirements probably rendered the 
department superfluous, and it was abolished recently. 

This obsession with service prospects can be checked only 
by a strong Railway Board applying strict business principles 
to the administration of railways and making the General 
Manager responsible for carrying them qjit. But the Railway 
Board, themselves, are unfortunately infected with the same 


” ^cv)orth Committee liejmrt, para 136, p, 45, 
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virus, as their own personnel is drawn from the individual rail- 
ways and the Finance Department. The Chief Commissioner and 
Members, coming from the different State railways, all belong- 
ing to the same brotherhood and with the same community 
of interest, are responsible not to a board of directors answer- 
able to a shareholders meeting, but to another official, a Com- 
munications Member belonging to the same bureaucratic 
machinery. 

The mischief of the bureaucratization has not stopped 
with its spread to the state-managed railways. By a spirit 
of emulation or suggestion it infected the company-managed 
railways as well. All these may not be a necessary concomitant 
of state management. As Sir William Acworth and his four 
colleagues observed : 

‘When the railway administration has attained independence and has 
established the necessary machinery for closer local supervision, it (the 
practice of rigid adherence to seniority, frequent transfers, etc.) ought 
not to be continued so far as railways are concerned. So injurious is the 
system, that, if we had believed it must necessarily be permanent, those 
of us who have recommended the adoption of a state management policy 
would have hesitated longer before doing so.’^® 

Railway administrations certainly failed to acquire that inde- 
pendence on which the Acworth Committee had reckoned and 
the doubts of the opponents of state management have been 
confirmed by the experience of the last two decades. 

Turning now to the question of the regard for public opinion 
under state management, we have already seen that both 
groups have shown approximately the same record. But the 
public feeling has been that their demands are likely to be more 
easily met on the State railways than on the company-managed 
lines. But it is necessary to bear in mind that the signatories 
of the alternative report of the Acworth Committee compared 
state management not with the operation under the surviving 
companies but with that of the Indian domiciled companies 
they had recommended. Discussion as to what might have 

During 1924-42, there was for a short period only one non-official Member for 
Railways. The others, five jn number, belonged to the Indian Civil Service, 

Acworth Committee Report ^ para 136, p. 46, 
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• happened may now sound academic, but there can bo no doubt 
that the economic incentive of a private undertaking will make 
it re>spond more promptly than a State department to the 
needs of the public. 

The third charge against state management is the lack 
of initiative and flexibility. As the guaranteed companies 
were not true private undertakings and were subject to detailed 
Government control over a considerable range of railway 
opei'ations, they did not exhibit any striking difference as 
compai*od with the State linos. Still the companies appear 
to have used the little freedom they enjoyed from State inter- 
ference to promote the interest of their undertakings and 
therefore of the public. It is significant that company -managed 
lines had taken the initiative in the matter of the manufacture 
of locomotives in the country. The East Indian Railway 
Company used to build some of the broad gauge locomotives 
in their own worksho])s at Jamalpur, which were pronounced 
not inferior to the imported stock and were built at a cost 
which compared very favourably with the latter. It is no 
less significant that production ceased with the commencement 
of state management. Again it was another company line, 
the Bombay Baroda and Central India, which pioneered the 
way to the ])roduction of the metre gauge locomotives. Other 
instances could be quoted where companies have shown better 
initiative. But State control of the company-managed railways 
did not permit any considerable deviation from the practice of 
the State railways. Hence has come about the comparative 
absence of the development of improved service and increased 
facilities which characterized inter-war transport activity in 
Great Britain and thh United States. 



CHAPTER XII 


CONCLUSION 

Concluding obser\rations on state nia:iagci»u‘nt, Inad(‘quate sense of 

financial responsibility, 435. Labour policy, 43S. 

The Statutory Railway Authority, 44)). Mo.inigement too far removed for 
effective criticism, 441. Question of accoiiiitability, 443. Other forms 
of transport ignored, 445. N(mxI for a National Transport Authority, 448. 
Provincial consideratioTis, 448. 

Railway regrouping and ama]ga,mation, 451. Importance of financially 
self-supporting systems, 454. 

Financial autonomy under the convention, 45 1. Revision of the convention, 
455. The problem of the contribution, 456. 

In the light of the discussion in the last chapter one emerges 
with a sobered sense of the achievements of state management. 
Its principal merit lies in the removal of complaints on account 
of which public opinion was deeply incensed against rail- 
ways in the pre -separation days. The special attention paid 
to the convenience and requirements of the jmblic has un- 
doubtedly led to greater satisfaction. Under the influence 
and example of the State the com j^ajiy-mau aged railways 
also improved their record. State tnanagement a])poars to 
have placed greater emphasis on the political aspects, such 
as the policy of Indianization, stores purchases, etc. On 
the economic aspects of railway working, the record has not 
been equally impressive. 

FINANCIAL RESPONSIBILITY 

The financial results, of the State-owned railways since 
1924 . are deemed satisfactory on the whole. But the facts 
set forth in previous chapters indicate the dangers to which 
state managoment is exposed. Wo have already seen hovy 
the effects of the extravagant capital expenditure and the 
overcapitalization during the depression period left a heritage 
of deficits and financial difficulties. Again, under the present 
regime, the financial status of certain systems— the B.N. 
and E.B., for example— suffered deterioration. The upward 
trend of expenditure and higher operating ratio have 
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persisted throughout, and the fact that the State, with its enor* 
mous resources, was behind the railways materially weakened 
the profit -earning motive. The position was further com- 
plicated by the existence of companies which had but limited 
interest or stake in our railways. The guarantee they had 
against loss not infrequently resulted in undermining the 
economic incentive. The prospect of profits in excess of the 
guaranteed interest was likely to encourage administrations 
to practise too much economy, while the likelihood of a return 
less than the guaranteed rate tended to create indifference. 
This called for a special effort to avoid the temptation to 
swing to either of these extremes. As the companies had 
their contracts long before the new arrangements under the 
convention came into force, their relations with the controlling 
authority of the Government of India on financial matters 
continued to bo regulated as before. 

The present system of state management exhibits certain 
features which militate against successful working. Although 
the railway systems are strictly under the direct control of 
the Railway Board, they are treated as independent units 
as regards the details of administration. On a variety of 
matters they function as an entirely separate entity, such 
as in regard to rate -making, organization, jurisdiction, ap- 
pointments, etc. The delegation of large powers and the 
right to be treated as a separate system ought to carry with 
^it the responsibility for producing satisfactory results. With its 
paraphernalia of separate organization, financial powers, inter- 
nal autonomy and rates structure, the management is expected 
to assume the duty to so operate the system as to earn a net 
revenue sufficient to meet not only the interest but also the 
share of the contribution as fixed by the convention. The com- 
pany-managed railways could not be subjected to such 
liabilities as their contracts were concluded many years before 
the present financial arrangements were put into effect and 
the interest of the State was protected by adequate safeguards. 
There could be no such justification for the omission of these 
obligations as regards the working of the state-managed 
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railways. According to the present methods of working, 
each system is not obliged to be so worked as to produce a 
net income sufficient to pay the interest on its capital and 
the share of contribution to the State. Even more regrettable 
is the omission of a provision imposing a cumulative liability 
in respect of the interest charges due but not paid in parti- 
cular years by a railway system. It is true that not all rail- 
ways are financially well-favoured : some serve economically 
rich and prosperous regions and others poor and backward 
areas. There are bound to be differences. But whatever 
the relative position of a railway, it has on economic con- 
siderations to be so worked as to earn the minimum return 
on the investment and ought to carry the liability on that 
account to be paid out of future earnings. The absence of 
any provision of this kind implies that there is no standard 
of performance which railways are expected to maintain and 
that the net revenue of the State-owned railways totalled up 
and featured in the railway accounts is only the residue of 
the profits of the successful lines after mooting the losses on 
the^ others. It is true that the Railway Board does exert 
its influence, as it has done during recent years to enforce 
a regime of economy and retrenchment, to effect the execution 
of certain policies. The fundamental defect of railway finance 
after the separation has been that the responsibility for the 
payment of the interest charges on capital and the contri- 
bution is that of the Railway Board only. This is not appor- 
tioned in its turn to the individual railways. The result is 
that a particular railway may go on incurring losses for years 
together without any qualms so long as the aggregate net 
income for all the railways is sufficient to pay for its own 
losses, interest and share of contribution to the State. The 
statistical analysis undertaken in connexion with the financial 
status of the different railways in an earlier chapter amply 
bears out this statement. 

The only satisfactory method of ensuring economical and 
efficient management is to make each railway shoulder its own 
financial burdens. It appears to be very desirable that an 
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obligation to this effect is definitely fixed on each railway system. 
This is bound to change the outlook of those that before the 
World War II constituted the losing railways and make the con- 
trol of the Railway Board far more effective than before. With 
so many railways of moderate size, the present administrative 
set-uj) may need to bo changed and a regrouping and amal- 
gamation of the lines to form a smaller number of largc3r systems 
may lead to financially strong and self-supporting units. 

In other directions also state management has disclosed 
certain elements of weakness. The review of passenger and 
goods transportation indicated that state management has 
not been bold enough to tackle questions of fiir-reaching 
changes such as private enterprise has dealt with effectively 
and successfully in other countries. Public satisfaction has 
been sought through a lowering of charges or of relieving con- 
gestion, In fact, the record appears to have been negative 
rather than constructive. Disabilities and inconveniences may 
have been removed, but the improvement of transporfation 
with a view to exploiting and extending the travel market 
has been on too timid a scale. This explains why Indian 
railways, when confronted with competition from road trans- 
port, appeared to rely more on restricting it than improving 
their technique as foreign railways have done. The inability 
of the Railway Department to fac^o questions involving funda- 
mental changes is shown by the reluctance to bring up the 
classification of goods and the rating system to modern re- 
quirements. This is again confirmed by the fact that it has 
not been able to make up its mind to revise the Indian Rail- 
ways Act — enacted more than half a century ago, a period 
medieval in railway history as the Acworth Committee termed 
it. What a contrast with Groat Britain and the United 
States which carried through during the twenties a large 
volume of legislation revolutionary in character and scope ! 

LABOUR POLICY 

The labour policy under state management deserves to 
be commended. The period under review witnessed a general 
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improvement in the status and conditions of work of railway 
labour. It was overdue and it is doubtful if so rapid a pro- 
gress would have been accomplished on both the State and 
company railways but for the special interest shown in this 
question by the Railway Board. The period was also charac- 
terized by the growth of trade unions and concerted action 
by them on matters affecting their interests. The demands 
of labour, particularly in the present economic conditions 
in India, are entitled to sympathy and consideration. But 
the situation may give rise to difficulties in the future. The 
relations of the State as the employer and labour may be 
harmonious when concessions— economically justified and fair 
—proceed from the former to the latter. But if anything 
happens to reverse the process, the employment of so large 
a labour force by the State may create a serious crisis. The 
alternative report of the Acworth Committee referred to ‘the 
obvious objections, not to say the positive dangers, of maldng 
Government the sole employer of a vast labour force. The 
experience of other countries where the State had to deal 
with its railway employees has not been happy, and instances 
are not wanting where the Minister of Railways was oven 
intimidated.2 In the present state of politics in India, it 
will be wise to steer clear of dangers of this kind. The policy 
of acquiring the company-managed lines has solved one set 
of problems only to create others of grave economic and 
political import. 

The existing system of state management is thus altogether 
inadequate to cope with the problems Indian railways have 
to face. A change is imperative, if only to remove the bureau- 
cratization, red tape, departmentalism and other defects 
mentioned above. That the present organization is not 
suited was recognized during the consitutional discussions 
and a solution was prescribed in the Government of 
India Act, 1935, in the shape of a new Statutory Railway 
Authority. 

^ Acworth Committee Report, para 265, p. 76. 

2 Kirkaldy and Evans, The History and Economics of Transport, 3rd edn., p. 194. 
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THE STATUTORY RAILWAY AUTHORITY 

That the future management of Indian railways should 
be different from the existing system was first proposed by the 
Government of India in their Despatch on Indian Constitutional 
Reforms, It was pointed out that there were non-economic 
considerations governing the administration of Indian rail- 
ways, such as defence requirements and safeguarding of the 
rights of the services and of the Anglo-Indian community. The 
Government of India’s Despatch explains many of the sub- 
sequent developments and provisions of the Act of 1935. 
Whatever the merits of these reservations, it will not be 
seriously disputed that railways constitute the arteries of 
the economic life of the country and that the economic aspects 
overshadow every other. Again, no one will question the 
reality and dangers of community pressure. The fact that 
on less important matters communal and provincial jealousies 
are coming to the fore is symptomatic of the^ difficulties that 
may have to be met. The main solution to all these problems 
will be found in ensuring the commercial management of 
the Indian railways. This is what has been attempted in the 
Government of India Act, 1935. 

The Act provides for a new Authority to be sot up, called 
the Statutory Railway Authority, consisting of seven members, 
to exercise the executive authority of the Federation in respect of 
*the regulation and the construction, maintenance, and opera- 
tion of railways.’^ In carrying out their duties the Authority 
‘shall act on business principles, due regard being had by them to the 
interests of agriculture, industry, commerce and the" general public, and 
in particular shall make proper provision for meeting out of their receipts on 
revenue account all expenditure to which such receipts are applicable 
under the provisions of this part of this Act.’^ 

To obviate the possibility of sectional interests exerting pressure 
on the administration through the legislature and the re- 
sponsible minister, provision is made to appoint to the Autho- 
rity only those who have had experience in commerce, in- 

3 Government of India Act, 1935, Section 181 (1). 

« Ibid., Section 183(1), 
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clustry, agriculture, finance or administration and to exclude 
members of the Federal or Provincial Legislatures, those in 
the service of. the Crown in India or a railway official in India 
or those who were serving as such within the period of one 
year,^ Not less than three-sevenths of the Authority are to 
be persons appointed by the Governor- General in his dis- 
cretion and the Governor- General shall in his discretion appoint 
a member of the Authority to be President thereof.® 

In the discharge of their functions, the Authority are to 
be guided by such instructions on questions of policy as may 
be given to them by the Federal Government.’^ The danger 
of pressure from the Federal Government is safeguarded against 
by the extensive discretionary powers conferred on the 
Governor- General, and particular emphasis is laid on the 
relations between the Federal Government and the Authority 
— a matter on which rules are to be made by the Governor- 
General ‘exercising his individual judgement but after con- 
sultation with the Authority.’® Those provisions indicate the 
nature of the endeavour in the Act to establish a sound or- 
ganization for the administration of Indian railways. 

The criticism of the changes proposed will naturally centre 
round the Statutory Authority. From the nature of the 
developments in other countries the trend, oven where private 
enterprise dominates transportation, is to substitute control 
by a public utility trust or a public trusteeship in place of 
direct State operation. The advantages claimed for the 
public utility trust are that ‘it combines elements of sociali- 
zation with aspects of private management, initiative and 
elasticity, that should be preserved.’® The establishment of 
the Authority therefore appears to be the logical and necessary 
outcome. From the constitutional aspect, railways are given 
autonomous powers within limits of the broad policies to be laid 
down by the Federal Government. The Federal Government 

® Government of India Act, Eighth Schedule, para 2. 

® Ibid., Section 182. 

Ibid., Section 183(2). 

^ Ibid., Soction 1840). 

^ Marshall E. Dimcock, British Public Utilities and National Development, p. 303. 
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are debarred from interesting themselves in the day- 
to-day administration and working of railways. Presumably, 
the Statutory Authority will appear before the public with 
the annual estimates of all State-owned railways and may 
not be obliged, as at present, to justify before the legislature 
its actions when questioned. There may be no presentation 
of the budget demands under the new regime nor consequently 
any voting on the estimates. The problem under such a 
situation is how to ensure accountability on the part of the 
Authority for the proper discharge of the functions entrusted 
to it. The warning uttered by Acworth deserves attention. 
The non -political body will neither be infallible nor impeccable. 

‘Evidently a commission which though composed of individuals personally 
clean-handed, is not strong enough to crush attempts at jobbery in its 
neighbourhood may bo even worse for the public interest than a Minister 
who uses his patronage for political ends. For the Minister can at least 
be watched and exposed in Parliament by political opponents, while a 
commission can take shelter under the cloak of its statutory irresx)on- 
sibility.’^® 

These views have been endorsed hy others w^ho have 
traversed the same ground. Mr. G. D. H. Cole in his dis- 
cussion of jiublic control of industry observes that a body 
of commissioners must be 

‘really responsible, not merely in a nominal sense to Parliament which 
sanctions their ai)pointment, but to some public authority capable of co- 
ordinating their several activities, and defining for them the general course 
of policy which, as administrators, they are called upon to pursue. The 
system of independent commissioners is apt to work badly now, precisely 
because no such coordinating authority exists. They are in effect irre- 
sponsible ; and the control of policy, which is not their job, as well as the 
control of administration, which is, rests in their hands. Parliament, in 
sotting up the commission, gives it certain powers and prescribes certain 
functions and linos of policy. But, when once the commissioners are in 
being, they arc left without any effective subsequent direction, save that 
spasmodic parliamentary intervention which does more harm than 
good.’^^ 

W. M. Acworth, Historical Sketch of State Railway Ownership, p. 90. 

G. D. H. Colo, The Next Ten Years in British Social and Economic Policy^ 

p. 136. 
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Dr. Dimcock in his study of British public utilities is even 
more critical of the commission principle : 

‘As a result of experience, it may be found that the public utility trust 
is too far removed from Parliament to be effectively criticised and con- 
trolled.in matters relating to important financial and labour policies. This 
form of organization is exposed to the pressure of interest groups, with 
the result that log-rolling and personal influence are hard to avoid. An 
appointed body, with no constituency to which it is effectively responsible, 
will be in danger of a dulled sensitiveness to public needs unless it is honestly 
and carefully chosen. Salaries, fees, and overhead costs that the average 
person would consider too high cannot be effectively prevented. More- 
over, the creation of public boards all of which possess important differences, 
may render the processes of popular control so complex and indirect that 
real responsibility will be lost. The American system of independent 
commissions suffers from this defect. The London Passenger Transport 
Board appears to be especially subject to this possible weakness. Great 
Britain should hesitate a long time before seriously vitiating her most 
valuable constitutional principle — ^real responsibility for power bestowed 

by public authority. 

Rt. Hon. Herbert Morrison, who was Minister of Trans- 
port in the second Labour Government, I’eferring to the organ- 
ization for the management of luondon Transport, stated : 

Tt must be a public body ; there must be public accountability of an 
appropriate form or forms ; ... it must have a social conscience, a corporate 
spirit and a public purpose ; the legitimate rights of the consumer must 
be safeguarded ; so also must those of labour in the industry. 

The limitations imposed on the future Federal Govern- 
ment of India and the legislature to preclude political in- 
fluence take out of the picture tlie two agencies which normally 
enforce accountability. It is the existence of this principal de- 
fect which explains why, constitutionally speaking, the guaran- 
tee for efficient administration should be sought through the 
constitution of a tribunal with power of imj)artial review of 
the work of the independent Authority for the management 
of railways. The need for this is underlined by the economic 
aspects. After all, the questions of status, autonomy, etc., 
are secondary to the chief end for which transportation .is 

Dimcock, op. cifc., p. 303. 

Rt. Hon. Herbert Morrison, Socialisation and Transport^ p. 148. 
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undertaken, namely, that of meeting the transport .require- 
ments of the nation with efficiency and economy and at reason- 
able and just rates. The proposed Authority will, it may be 
assumed, endeavour to do this to the best of their ability, 
but human nature being what it is, the responsibilities of an 
undertaking of continental dimensions may jDrove too great 
for this agency to attain the ideal. The average user must 
have some means of safeguarding his interests, ventilating 
his grievances and getting them redressed. The position 
of the trader in other countries is better protected. The 
Interstate Commerce Commission and the State Railroad 
Commissions in the United States,, the Board of Transport 
Commissioners in Canada, and the Railway Ratos Tribunal 
in Great Britain constitute sufficient guarantees that the 
interests of the users are taken care of satisfactorily. The 
provisions of the Government of India Act, 1935, have not 
developed a proper counterpart in the Rates Advisory Com- 
mittee. The existing defects of that body are likely to be accen- 
tuated under the new scheme. The mere superimposition of 
a Statutory Railway Authority is not going to change every- 
thing. The Railway Board presumably will continue to 
function much the same as at present. The Statutory Autho- 
rity thus amount to a buffer between the Federal Govern- 
ment and the executive administration of the railways. The 
present shortcomings, despite the control exercised by the 
legislature, are likely to bo magnified by the recession of rail- 
ways from the field of public scrutiny. This insulation of 
railways and the absence of an effective machinery to afford 
relief to the public render more difficult the task of railways 
in adapting their means to the nation’s transport demands. 
Apart from such complaints which have been the subject 
of organized publicity as the wagon problem, coal freights, 
etc., there are bound to be many more of less publicity value, 
though not necessarily of less economic significance. It is 
from this point of view that the incorporation of the current 
procedure regarding the Rates Committee is to be deemed 
unfortunate. The original intention of transforming the com* 
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mittee into a tribunal, as in Great Britain, recoivt^d the support of 
such practical and experienced railwaymen as the late Sir 
Clement Hindley. When the proposal for the revision of the 
Indian Railways Act was mooted, there was striking unanimity 
of opinion among the Chambers of Commerce in the demand 
for a tribunal. The failure to explore the possibilities of 
some such institution in connexion with the constitution of 
the new railway organization appears to be the most serious 
omission in the Act. 

The Act has also failed to take into account the adminis- 
tration of railways with reference to other types of transport. 
The emergence of road motor transport causing a large-scale 
diversion of traffic from rail to road has raised a new problem. 
The competition railways have experienced is not confined 
to the road. The striking progress of commercial aviation 
in recent times, as shown by the ever-increasing traffic handled, 
provides another factor. Developments during the World 
War II have extended considerably the scope for commercial 
aviation and therefore for post-war (competition. Railways 
have lost their monopoly position and have to seek their 
traffic in what has become a competitive market. It is not 
merely a case of competition and loss of traffic. There are 
other questions raised, such as the relative distribution of 
overt or disguised subsidy to the different types of transport, 
and railways often point to the differential situation in which 
they find themselves as compared with road transport, which 
has no responsibilities for the construction and maintenance 
of roads. The implications of transport competition and the 
policy to be adopted in connexion therewith have been neatly 
summed up by the late Joseph B. Eastman as Federal Co- 
ordinator of Transportation, in his report to the Congress : 

‘The ultimate objective is, of course, a system of transportation for the 
Nation which will supply the most efficient means of transport and furnish 
service as cheaply as is consistent with fair treatment of labour and with 
earnings which will - support adequate credit and the ability to expand 
as need develops and to take advantage of all improyements in the art. 
This system of transportation must be in the hands of reliable and 
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responsible operators whose charges for service will be known, dependable, 
and reasonable and free from unjust discrimination. 

To attain this objective, it is clear that there must bo some centralized 
control which will concern itself with planning and prevention as well as 
with the cure of evils after they arise. It must deal with the future pro- 
vision of new facilities, with the proper coordination of those which exist, 
and with the development of sound general policies affecting both service 
and rates ; prevent unnecessary duplication and waste ; promote the use 
of each agency of transportation, in cooperation with the others, primarily 
in the service to which it is economically best adapted ; check the forms 
of endless chain rate cutting or service promotion which have come to 
be known as destructive competition ; and protect the public against 
unreasonable charges and unjust discrimination. 

As a further part of this work of planning, prevention and coordination, 
attention must be given to public as well as private expenditures, and to 
the extent to which various forms of transportation are, through such 
public expenditures or otherwise, in effect subsidised by Government. 
It is conceivable that such subsidies may in some situations be justified, 
and also that where they have been granted in the past it may be im- 
practicable to rectify the situation now ; but certainly we should know 
what has been and is being done in this respect, correct all conditions 
which are unjust and capable of correction, and understand the conse- 
quences of what may be done for the future. * 

The most important feature in current discussions on 
the subject of transport competition is the unanimity of opinion 
in favour of a national agency invested with power to control 
and coordinate all forms of transport. The pressure of eco- 
nomic forces has impaired the individuality of each type of 
carrier and it has become impossible for one form of transport 
to resist influences coming from others. Emphasis is now 
placed on transportation rather than on the particular carrier 
which undertakes it. ‘The primary requirement,’ as Mr. 
Harold G. Moulton and his associates of the Brookings In- 
stitution observe, ‘is that traffic actually move by the parti- 
cular transport agency or agencies which can carry it, all 
elements of cost considered, in the most economical and ser- 
viceable way.’^^ Such a treatment implies two things : an 

Report of the Federal Coordinator of Transportation, 1934, 30 January 1935, 
pp. 8-9. 

Harold G. Moulton and others, The American Transportation Problem, p. 881. 
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economic parity for all forms of transport and a properly 
integrated national transport system. The State whose inter- 
cession is sought to protect railways from the effects of un- 
restricted competition has to make sure that its intervention 
will not delay the natural process of adaptation to the more 
efficient means. A wise government in a time of change, 
as has been rightly pointed out, will seek to minimise 
the losses due to transition. It should of itself interpose no 
obstacles to the choice of effective machinery or to the partial 
or entire elimination of the unfit. 

The setting up of a national authority will provide the 
machinery to apply the principles stated above and ensure 
that the transport organization of the country will render 
efficiently and economically the service required. The present 
situation calls for the creation of a controlling authority to 
weld the different types of transport into an organic entity 
capable of meeting the nation’s demands, minimising ultimate 
real costs and bringing about a gradual transition to specialized 
operation. Only a properly constituted national authority 
can shoulder these tasks satisfactorily. 

This brief discussion on transport policy indicates the 
character .of the policy required to moot present conditions 
in India. Before considering the measures to solve our prob- 
lems, however, reference may be made to certain special features 
of the transport situation. Thanks to the time lag arising from 
a delayed economic development the position in India has not 
become so acute as in some countries. But forces have been 
operating In the same direction and compelling closer attention 
than before to transport problems. The data released in 
the thirties by the Mitchell-Kirkness Report, the Road- 
Rail Conferences, the Road Development Conference, and 
the reports of the railways themselves, indicate that Indian 
railways experienced on a smaller scale the difficulties met 
with in other countries. With the expansion of air and road 
transport the immediate future holds revolutionary changes 
in the system of communications. The problem thus calls 
for the establishment of an administrative and regulatory 
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machinery in anticipation of these developments. There is 
always friction to legislation trying to overtake economic 
changes from pressure groups and vested interests depending 
on the maintenance of the status quo. The social costs in 
countering opposition already encouraged by these interests 
—the fall from the optimum unavoidable in compromise and 
the waste of endeavour in attempting to circumvent diffi- 
culties thus engendered — indicate how much there is to be 
gained from preparation made in advance to meet the changes 
that are impending. 

From this point of view the attempt in the Government 
of India Act, 1935, to deal with the railway problem alone 
to the exclusion of other forms of transport is short-sighted. 
It ignores the dynamics of the. transport situation in which 
competing carriers with their gradual organization are likely 
to intensify the difficulties for railways. A Federal or Central 
Authority empowered to deal with the practices and policies 
of all forms of transport seems to be an inevitable concomitant 
of these transport developments. The only satisfactory plan 
in the circumstances is the establishment of a National Trans- 
port Authority to deal with all forms of transport in place 
of the contemplated Statutory Railway Authority. The rail- 
ways will acquire rather than lose importance. With their 
elaborate organization and experience of decades with complex 
problems of large-scale transport and regulation, they would 
bring to such an authority technical experience, qualities 
and judgement not easily available in this country. Only a 
Transport Authority on this basis dealing with all the carriers 
can ensure the elimination of sectional pressure on railways 
and other forms of transport. 

There is yet another question raised by the extension of 
provincial autonomy. Roads and road development, accord- 
ing to the legislative lists, are under the direct control of 
the provinces. The provincial psychology needs to be appre- 
ciated. The average citizen in the province feels that roads 
and road carriers are within the orbit of his influence. He 
knows that he could, by proper pressure, get' the roads con- 
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striicted and make the road carriers conform to his require- 
ments. The Motor Vehicles Act, 1939, which seeks to bring 
about uniformity of standards and practices in the provinces 
is administered by Provincial Governments. He feels, there- 
fore, that road transport is amenable to his influence and in 
greater accord with his immediate local demands and limi- 
tations than a railway which owes allegiance to a Federal 
Authority, situated probably far from his province. Railway 
administrations obey the behests of this authority, but the 
road transport undertakings must be prepared to please liim 
if they expect his patronage and business. Any future proposal 
to bring road transport under the jurisdiction of a Federal 
agency may meet with opposition, even resentment. Besides 
the possibility of antagonizing provincial opinion, Provincial 
Governments themselves may not be keen on parting with 
their control of the roads in favour of central control. The 
omission to take these factors into account in the Government 
of India Act, 1935, is therefore likely to create difficult situa- 
tions before long. 

The immediate future appears to be one of more intensive 
development of roads. The program is likely to bear the 
impress of central planning with emphasis laid on national 
rather than provincial requirements. Some kind of central 
control appears to be unavoidable in view of iri^er-provincial 
as distinguished from m^m-provincial traffic and of its co- 
ordination with rail transport. A National Transport Autho- 
rity is obviously the agency which can take over this 
responsibility. To the existing Railway Board may be added 
three other boards under the Transport Authority for road, 
air, and water transport. The general relation of the Autho- 
rity to these boards will be the same as that to the Railway 
Board. The Railway Board controlling the State-owned rail- 
ways wijl constitute a single centralized executive organization 
for rail transport. The executive administration for roads 
and inland water transport may have to be shared between the 
Government of India and the Provincial Governments, A 
central control is necessary for air and marine transport. 


67-1614B 
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If the developments outlined in these paragraphs are 
feasible, the constitution of the Railway Rates Advisory Com- 
mittee must be overhauled. The need to transform this body 
into a tribunal has already been stated. With the increasing 
importance of competing carriers, the interests of users will 
need to be protected in the matter of rates, service and facilities. 
The ideas of reasonableness in these cases will have to be 
related to those on the railways. In view of the considerations 
set forth above it will be an advantage to reconstitute the 
committee into a tribunal to deal with disputes arising in 
connexion with all forms of transport. The analogy of the 
Canadian Board of Transport Commissioners supplies an 
instructive example to this country. But in view of the 
transport systems of Indian States also coming into the picture 
in the Federation, the tribunal may find it profitable to follow 
the procedure of the American Interstate Commerce Com- 
mission in the adjudication of disputes in connexion with 
inter-provincial-A?^a^e traffic. 

Conditions in India are different from those in other coun- 
tries where transport facilities have exceeded demand. In 
contrast with the situation in Europe and America, we still 
look forward to further development of both railway and 
other forms of transport. The danger of losses due to economic 
mistakes becomes therefore all the more real. The Mitchell- 
Kirkness report revealed how railway facilities were rendered 
redundant owing to road motor competition as a result of 
parallel alignment of the two routes. Such risks are parti- 
cularly great during a period of economic development and 
expansion. Hence the need to think in terms of national 
requirements, rather than in terms of each transport enter- 
prise. A cautious policy is all the more necessary in a large 
country like India with general poverty all round and with 
limited reserves of capital to be risked in expensive experi- 
mentation, particularly at a time when growing industries 
need all the financial resources available. Planning for national 
transport is necessary for a country of vast proportions to 
meet the claims of different provinces and localities in order 
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of their relative importance in the nation’s economy. There 
are considerable differences between one province and another 
as regards railway and road milages. These inequalities 
have to be rectified according to the requirements of each 
province after a comprehensive survey of the present and 
prospective transport needs of the country and of the facilities 
to meet the demand. A Transport Authority representative 
of all the interests concerned will be indispensable for carrying 
out the programs of development in accordance therewith. 

RAILWAY REGROUPING AND AMALGAMATION 

While a National Transport Authority is the obvious agency 
to deal effectively with the larger questions of transport policy 
and competition, its success would be limited by the efficiency 
of the internal organization of each form of transport. Rail- 
ways, the most well-organized of all forms of transport in 
India, suffer from two features which are likely to hamper 
their ability to meet national requirements with the maximum 
economy in social costs. One is the comparatively small 
siz;e of the Indian railways ; and the other is the uncertain 
financial autonomy enjoyed by them. 

The relatively small size of the Indian railway systems 
has attracted the attention of most of the committees which 
have dealt with railway finance since 1920. This is not sur- 
prising as many foreign railways, as shown in the accom- 
panying table, operate a total milage much larger than that 
worked by most of the Indian railway systems. The fact 
that with the exception of the North Western, all the other 
lines have a route milage substantially less than that of many 
foreign railways makes out a prima facie case in favour of 
railway amalgamations in India. The present systems have 
retained their integrity as separate systems owing to the 
special conditions under which railway development was 
encouraged in the past. The contractual rights of the ^uaraii’ 
teed companies which managed the majority of the lines 
in the past favoured their continuance as separate systems. 
But this need not have stood in the way of regrouping of the 
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COMPARATIVE MILAGE OF RAILWAY SYSTEMS (i9Ji7)* 


Foreign railways 

London Midland & Scottish 
London & North Eastern 
New York Central 
Pennsylvania 

Chicago Milwaukee, St. Paul & Pa(;ific 
Atchison, Topeka & Santa Fe 
Baltimore and Ohio§ 

Van Sweringen§ 

Southern Pacific§ 

Canadian Pacific 
Canadian National 
New South Wales 
Queensland 
South African 
German State 
Italian State 
Japanese State 


Milage 

Indian railways 

Milage 

6,894 

A.B.t 

1,306 

6,372 

B.&N.W.f 

2,108 

11,314 

B.N. 

3,392 

10,708 

B.B.&C.I. 

3,512 

11,097 

Burma 

2,060 

13,511 

E.B.t 

2,010 

11,269 

E.I. 

4,391 

28,411 

G.I.P. 

3,727 

14,485 

Jodhpur 

1,055 

17,223 

M.&.S.M. 

3,230 

23,707 

N.W. 

6,946 

6,124 

R.&K.f 

570 

6,567 

S.I. 

2,532 

13,620 



33,878 



10,540 



10,890 




* The figures for foroigu railways taken from official sources, 
f The A.B. was merged in the E.B. in 1041 as stated in tlie text, 
j After acquisition by the 8tato in 1943, the B.&N.W. and R.&K. wore combined 
to form the present Oudh & Tirhoot Railway. 

§ Dr. W. M. W. Splawn’s figures on the basis of stock ownership, taken from 
D, Pliihp Locklin’s, Eco7iomlc8 of Transportatwn, p. 85-0 


different railways to form larger administrative units. The 
Acworth Committee, with the British experiment fresh in 
their minds, suggested the ereation of three divisions, the 
Western, Eastern and Southern.^® The Inchcape Committee 
appeared to favour the creation of five groups. A decade 
later- the idea of amalgamation was approvingly referred to 
by the Wedgwood Committee, who contemplated the absorp- 
tion of the Assam Bengal into the Eastern Bengal — carried 
out in 1941 to form the present Bengal Assam — and of the 
Madras and Southern Mahratta into the South Indian when 


Acworth Gom^nittee Report, p. 41n. The Wostorn division would include the G.I.P., 
B.B.&.C.I., N.W., and Jodhpur-Bikaner Railways together with the ports and the branch 
and feeder railways in their area ; the Eastern division would include the ET., O.&R., 
B.&N.W., R.&K., A.B., B.N., and E.B. Railways together with ports and local railways 
as above ; and the Southern division would include the M.&S.M., S.I., H.E.H. Nizam’s 
and Burma Railways together with ports and local railways as above. 

According to S. C. Ghosh, the groups were : the Southern group, consisting of 
the M.&S.M. and S.I. ; the Western group, consisting of the G.I.P. and B.B.&C.I. ; 
the Eastern group consisting of the E.T.(and O.&R.), B.N. and E.B.(B.G.) ; the Northern 
group consisting of the N.W. ; and the Trans-Ganges group consisting of the B.&N.W. 
(including Tirhoot), E.B.(M.G.), A.B. and R.&K.— /nd/un Railway Problems, p. 177. 

The Pope Committee also referred to the question of amalgamation. For the views 
of the Wedgwood Committee on the subject of amalgamation, see the Report^ Chapter 
XIII, pp. 118-22. 
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their contracts expired. The program of regrouping and 
amalgamation need not have awaited the normal termination 
of the contracts of all the companies in view of the British 
experience of reorganizing the twenty-seven constituent and 
ninety-seven subsidiary companies ,with their thousands of 
shareholders to form the four main-line systems. The diffi- 
culties could not be greater in India with the State holding 
the preponderating share and the companies having only a 
fractional interest in the proj^erty. 

The compelling motive for amalgamation is the same as 
that observed in other industries : the elimination of what, 
in the aggregate, amounts to a considerable waste unavoidable 
in a multitude of small undertakings. The substitution of a 
single management to control several railways independently 
operated previously leads to large-scale economies. By cutting 
down the duplication of administrative offices, passenger 
terminals, goods sheds and marshalling yards at all important 
termini, a substantial amount of expenditure may be saved. 
The existence of separate managements calls for the apportion- 
ment of trackage rights, joint station facilities and other inter- 
railway arrangements entailing an elaborate and expensive 
system of accounting and a fertile source of disputes and 
interminable negotiations. All these are rendered unnecessary 
by placing the railways concerned under a unified manage- 
ment. These considerations have led to consolidation of rail- 
way systems in other countries. Within the last quarter of 
a century the movement towards unification has gained strength. 
In 1938 pre-war France effected the consolidation of the two 
State railways and five main line companies into a single or- 
ganization under La Societe Nationale Cheniins de Fer Fmncais. 
The question of combining the Canadian Pacific and the Cana- 
dian National has aroused considerable interest in the Dominion. 
The Transportation Act, 1920, and later legislation in the 
United States have also accepted the principle of consolidation 
as a definite policy to be encouraged among American 
railways. A second motive for favouring a larger system is 
that the improved financial stability of the combined 
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organization would stand the strain of competition more 
successfully. 

There are additional arguments in favour of railway re- 
grouping in India. Under the present system, each railway, 
though State-owned, naturally tends to look to its financial 
interest alone, ignoring the larger interests of the country. 
The result has been the impossibility of devising a telescopic 
rating system on continuous milage and the extraordinarily 
individualistic tariff structures, as already referred to. A 
regrouping of the lines into a smaller number of financially 
self-supporting systems calculated not only to lead to large 
savings and eliminate the wastes and anomalies in the present 
system, but also to render each group more responsible for 
the operating results. The starvation of certain systems 
from capital improvements t)ecause they cannot pay their 
way and extravagance on the others because, serving eco- 
nomically richer regions, they can always show some profits, 
will bo corrected. Looking further ahead, railways will have 
to continue to improve their equipment and services, such 
as through the use of light-weight stock, low-alloy steels, 
new types of carriages and other products of scientific develop- 
ments, which contribute to the improvement of facilities, 
decrease of costs and reduction in rates, and thus fortify them- 
selves in the competitive struggle with road and air transport. 
The consolidation of railways will help them to carry out these 
measures effectively. In view of the consummation of com- 
plete state management of railways, the process of amalgama- 
tion presents fewer difficulties than might have appeared 
twenty years ago. 

FINANCIAL AUTONOMY UNDER THE RAILWAY CONVENTION 

The record of State management of railways since 1924 
has justified the wisdom of the policy underlying the Separation 
Convention. The grant of financial autonomy to railways, 
permitting them to manage their affairs as best they could 
subject to the obligations to the State being met — in respect 
of the capital provided — not only enabled them to carry out 



COKOLTTSION 


456 


a systematic and continuous program of expansion and im- 
provements, but also to keep off political interference in the 
details of administration. But the main reason for the adop- 
tion of the convention was the fact that railways could not 
hope to get a square deal so long as they were dependent on 
the Finance Member and the vicissitudes of general finance. 
The separation of railway finance was meant to meet this 
criticism. The arrangement, as we have seen, worked satis- 
factorily till 1931 , but since that year, though the forms have 
been observed, the financial autonomy of railways has ceased to 
exist. The attempted cancellation of the loans from the depre- 
ciation fund, the resort to the moratoriaand the general policy of 
Government during the thirties paid scant respect to the prin- 
ciples of the convention. The separation of finance amounted 
to hardly more than a mere separation of the railway estimates 
and not the financial autonomy it was supposed to represent. 
The Finance Member, not the Railway Member, had the final 
word on the financial policy of the State-owned railways. 

It is thus clear that the convention failed to achieve the 
principal object for which it was adopted. The fact that 
the present arrangements rest only on a convention between 
the Assembly and the Government has exposed it to changes 
dictated by the exigencies of national finance, by expediency 
rather than principle. The constitutional position was not 
unfavourable to its successful working, for there could bo 
no question of any party in power reversing the jiolicy to 
servo any political interest. If the bureaucratic machinery 
of the Government of India, entirely free from the inil nonce 
of pressure groups, could not resist the temptation of weaken- 
ing the authority of the convention, the danger in the future 
with a Government dominated by important political groups 
in the country is even greater. The incorporation of the 
provisions of the convention in the Railways Act will afford 
a more effective safeguard to railways against similar inter- 
ference on the part of Government in future. 

The provisions of the convention also require revision. 
The working of the present convention was intended to bo 
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reviewed after three years but on one ground or another the 
question has postponed from time to time.^^ It was 

taken up again in 1943 in earnest, but unfortunately the 
investigations required in connexion therewith could not be 
undertaken under war-time conditions, and consideration of all 
matters connected with the revision, with the solitary exception 
of the change in respect of the distribution of the surplus, had 
again to be abandoned for the duration.^® As a comprehensive 
review of all questions connected with the convention may be 
expected early in 1946, we may call attention ^to certain short- 
comings tending to weaken the present basis of railway finance. 
Among the various suggestions offered in the previous pages 
the most important is the fixation of the liability for the pay- 
ment of the interest charges on each railway administration. 
We have already seen the consequences of its omission on rail- 
way finance during 1924-37. A grouping of railways, however, 
has to be effected as an essential preliminary step before the 
obligation is ascertained and imposed. When each system 
is assured of an adequate standard of not earnings, this 
obligation will not impose, as it does at present on some 
railways, an undue burden. 

The payment of contributions to the State raises other 
important issues. It has been questioned on grounds of 
principle. The Acworth Committee, without wishing to ex- 
press a positive opinion, stated their view that T^he only pay- 
ment by the railways to the general exchequer should be the 
interest at a fixed rate on the capital advanced. But the 
gain to the State from its railways since 1905 had become so 
regular a feature as to be treated as an important source of 
revenue. The question of the payment to Government has 
cropped up again and again on occasions when railway and 

A committee of the Central Assembly was actually appointed in 1928, but owing 
to elections coming in, they became functus officio. The question was indefinitely post- 
poned on account of constitutional <iiscussions in the following years. 

The appointment of the Railway Convention Committee during the Budget session 
1943 to examine the question of revising the terms of the convention is not referred to 
in the text. It arose <)ut of the decision of Government to increase the share of surplus 
to the general revenues to Rs. 20 crores and still higher figures since 1942. Although 
these developments do not come within the scope of the present work, it may be observed 
that they confirm the conclusions reached in the text, 

Aoivorth Committee Report, para 76, p. 33. 
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general finances were alike adversely affected, and it was 
argued, as did the Hailey Committee, that it would be imprac- 
ticable to replace the railway source of revenue if surrendered 
for railway purposes. The same view was taken by the 
Meston Settlement, the Layton Report, the Round Table 
Conference and the Niomoyer formula. 

The justification for the extra payment, if needed, proceeds 
on the basis that it is only fair that the present surpluses of 
railways should be applied to reimburse the taxpayer for the 
losses borne by him on railway account in the past. Again 
it may bo argued that the State, as the proprietor of the rail- 
ways and as the provider of their capital may surely ask for 
a share in the profits earned by them. It is not necessary 
for us to stop to examine whether it is right to discriminate 
between the taxpayer as the user of rail transport and the 
user as the taxpayer, or whether, from the point of view of 
the community as a whole, the choice, barring the incidence, 
matters very much — the choice between some taxation of 
railways and some on other items, and no taxation on railways 
and increased taxation on other items. It is, of course, sounder 
policy to have cheaper transport even at the cost of increased 
general taxation. 

The practice in certain foreign countries lends support 
to the claim of the Government of India. Where railways 
are private undertakings, corporation income taxes or local 
rates are levied. In 1937, the American railways paid 7*9 
per cent of their total gross income to the Federal Govern- 
ment. In Great Britain the burden of taxation on railways 
has been a complaint of long standing. On the French and 
Italian railways there were before the World War II special 
taxes on the transport of passengers, luggage and goods. 
German railways used to pay a contribution of Rm 70 million 
to the State even in years of deficits.^^ 

The danger of the State appropriating, as it did in the 
past, too large a proportion of the surplus earnings and leaving 

22 For further information, see ‘Charges on operating income’ by the present writer, 
Railway Accounts FinancCf Vol. IV, pp. 216-27, 
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too little for the essential requirements of railways was once 
and for all removed by the convention. The institution of 
the depreciation fund, the provision for a reserve fund, ajid 
other financial refinements had the effect of narrowing the 
margin of4he distributable surplus, and when all the legitimate 
charges on the net income have been met, the case for pay- 
ment to the State of a share of the residue is strengthened. 
But the suspension of the contribution for six years continu- 
ously and the balancing of the general budget during the 
depression period disproved the view that it was an irreplaceable 
source of revenue. This fact, combined with the uncertain 
future as it appeared in 1937, led the Wedgwood Committee 
to argue that ‘the railways, while they should be expected 
to maintain full solvency, should not be regarded as a possible 
source from which contributions to the general revenue might 
be derived.’^*"^ The prospect of an early return to the pre- 
depression levels appeared remote and the outlook was too 
dismal for any other decision to be adopted. But the pessi- 
mism was effectively dispelled by the spectacular, albeit war- 
time, increases, which enabled the full discharge of the past 
liabilities and substantial payments to the State. The growing 
demands on public income, central and provincial, render 
the abandonment of any existing source of revenue difficult. 
The idea of the contribution from the railways is thus too 
deeply entrenched in the financial system of the country to 
be given up. 

The rate of contribution according to the terms of the 
convention — one per cent of capital — was considered fair at 
the time it was fixed. It was only during the period of the 
deficits that the equity of this payment was questioned. The 
continued decline in the average rate of interest since 1931 
has yielded some relief to railways. The total payment taking 
the interest charges and the contribution together compares 
favourably with the standard return assumed in the British 
Railways Act, and the ‘fair return’ referred to in the American 

Wedgwood Committee Report, para 213, p. 129, 
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Transportation Act, 1920.^^ But the precise rate of con- 
tribution should not create any difficulty and could, if ex- 
cessive, be reduced. The Government of India Act, 1935, 
has left it to be reviewed from time to time by the Federal 
Government.^® But too frequent a variation should be 
avoided as being undesirable both for railway and general 
finance. 

It appears to be necessary to include the contribution 
also as a definite liability on each railway system as regrouped. 
This will offer each system the minimum standard of operat- 
ing results to which it will have to conform. The task of 
the controlling authority in enforcing it will also be less diffi- 
cult. When these systems manage their affiiirs satisfactorily, 
meeting all their expenses, interest charges and contribution, 
there will arise hardly any occasion for the State to disturb 
the arrangements designed to confer financial responsibility 
on the State -owned railways. The enlarged systems with 
their improved financial stability will be free to strive for 
increased efficiency and to initiate reforms which cannot be 
undertaken now on financial and other grounds. The rail- 
ways will then have a real incentive not only to maintain the 
standard but also to improve upon their unique record in the 
past as the principal inland transport undertaking in the 
country. 


2^ According to the decisions of the Interstate Commorco Commission, the ‘fair return’ 
has varied from 6 to 7 per cent. 

26 Government of India Act, 1935, Section 186(3). For a fuller discussion of the 
subject of the contribution, see ‘Federal Finance and the Future of Railway Contri* 
butions’ by the present writer, Railway Accounts d? Finance^ Vol. IV, pp. 65-77. 
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RESOLUTION ON THE SEPARATION OF RAILWAY FINANCE 

The text of the resolution on the separation of railway from general finances, 
adopted by the Legislative Assembly on 20 September 1924, is as follows : 

This Assembly recommends to the Governor-General-in-Council that in order 
to relieve the general budget from the violent fluctuations caused by the 
incorporation therein of the railway estimates and to enable railways to carry 
out a continuous railway policy based on the necessity of making a definite 
return to general revenues on the money expended by the State on Railways 

(1) The railway finances shall be separated from the general finances of the 
country and the generai revenues shall receive a definite annual contribution 
from railways which shall be the first charge on the net receipts of railways. 

(2) The contribution shall be based on the capital at charge and work- 
ing results of commercial lines, and shall be a sum ecpial to one per cent^ 
on the capital at charge of commercial lines (excluding capital contributed 
by companies and Indian States) at the end of the penultimate financial 
year plus one-fifth of any surplus x)rofits remaining after payment of this 
fixed return, subject to the condition that, if in any year railway revenues arc 
insufficient to provide the percentage of one per cent on the capital at charge 
surplus profits in the next or subseejuent years will not' be deemed to have 
accrued for purposes of division until such deficiency has been made good. 

The interest on the capital at charge of, and the loss in working, strategic 
lines shall bo borne by general revenues and shall consequently be deducted 
from the contribution so calculated in order to arrive at the net amount 
payable from railway to general revenues each year. 

(3) Any surplus remaining after this payment to general revenues shall 
bV 5 transferred to a railway reserve ; provided that if the amount available 
for transfer to the railway reserve exceeds in any year three crores of rupees 
only two-thirds of the excess over three crores shall be transferred to the 
railway reserve and the remaining one-third shall accrue to general revenues. 

(4) The railway reserve shall be used to secure the payment of the 
annual contribution to general revenues ; to provide, if necessary, for 
arrears of depreciation and for writing down and writing oft’ capital ; and 
to strengthen the financial position of railways in order that tlie services 
rendered to the public may be improved and rates may be reduced. 

(5) The railway administration shall bo entitled, subject to such con- 
ditions as may bo prescribed by the Government of India, to borrow tem- 
porarily from the capital or from the reserves for the purpose of meeting 
expenditure for which there is no provision or insufficient provision in the 
revenue budget subject to the obligation to make repayment of such borrow- 
ings out of the revenue budgets of subsequent years. 

(6) A Standing Finance Committee for Railways shall be constituted 
consisting of one nominated official member of the Legislative Assembly 
who should be chairman and eleven members elected by the Legislative 
Assembly from their body. The members of the Standing Finance Com- 
mittee for Railways shall be ex-officio members of the Central Advisory 
Council, which shall consist, in addition, of not more than one further 
nominated official member, six non-official members selected from a panel 
of eight elected by the Council of State from their body and six non-official 
members selected from a panel of eight elected by the Legislative Assembly 
from their body. 

The Railway Department shall place the estimate of railway expendi- 
ture before the Standing Finance Committee for Railways on some date 
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prior to the date for the discussion of the demand for grants for railways 
and shall, as far as possible, instead of the expenditure program revenue 
show the expenditure under a depreciation fund created as per the new 
rules for eharge to capital and revenue. 

(7) The railway budget shall be presented to the Legislative Assembly 
if possible in advance of the general budget and separate days shall be 
allotted for its discussion, and the Member in charge of Railways shall then 
make a general statement on railway accounts and working. The ex- 
penditure proposed in the railway budget, including expenditure from 
the depreciation fund and the railway reserve, shall be placed before the 
Legislative Assembly in the form of demands for grants. Th(i form the 
budget shall take after separation, the detail it shall give and the number 
of demands for grants into which the total vote shall be divided shall be 
considered by the Railway Board in consultation with the proposed Stand- 
ing Finance Committee for Railways with a view to the introduction of 
improvements in time for the next budget, if possible. 

(8) These arrangements shall be subjected to periodic revision but 
shall be provisionally tried for at least three years. 

(9) In view of the fact that the Assembly adheres to the resolution passed 

in February 1923, in favour of state management of Indian railways, these 
arrangements shall hold good only so long as the Fast Indian Railway 
and the Great Indian Peninsula Railway and existing state-managed rail- 
ways remain under state management. But if in spite of the Assembly's 
resolution above referred to Government should enter on any negotiations 
for the transfer of any of the above railways to company management 
such negotiations shall not be concluded until facilities have been given 
for a discussion of the whole matter in the Assembly. If any contract 
for the transfer of any of the above railways to company management is 
concluded against the advice of the Assembly, the Assembly will be at 
liberty to terminate the arrangements in this Resolution. * 

Apart from the above convention, this Assembly further recommends — 

(i) that the railway services should be rapidly Indianized, and further 
that Indians should be appointed as Members of the Railway Board 
as early as possible, and 

f (ii) that the purchases of stores for the State railways should be under- 
taken through the organization of the Stores Purchase Department 
of the Government of India. 

CONVENTION RESOLUTION OF 1943 

That whereas it has been found that the Convention which was adopted under tho 
Assembly Resolution, dated 20 Soptembor 1924, and which was intended to relieve tho 
general budget from violent fluctuations caused by tho incorporation therein of tho rail- 
way estimates and to enable railways to carry on a continuous railway policy based on 
the necessity of making a tlofinite return to general revenues on tho money expended by 
the State has not achieved these objects, this Assembly recommends to the Governor- 
General-in- Council, that : 

(i) for tho year 1942-3, a sum of Rs. 2,35,32 thousand shall bo paid to geneial revenues 
over and above tho current ami arroar contribution duo under the convention, 

(ii) from I April 1943, so much of tho convention as provides for tho contribution 
and allocation of surpluses to general revenues shall coase to bo in force, 

{Hi) for tho year 1943-4, tho surplus on commoroial linos shall bo utilized to repay 
any outstanding loan from the depreciation fund and thereafter be divided 25 per cent 
to tho railway reserve and 75 per cont to general revenues, the loss, if any, on strategic 
lines being recovered from general revenues, and 

{iv) for subsequent years and until a now convention is adopted by the Assembly,- 
the allocation oj tho siirplus on commercial linos between the railway reserve and general 
revenues shall be deci<led each year on consideration of the needs of the railways and 
general revenues, the loss, if any, on strategic linos being recovered from general revenues* 
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LIST OF MOllE IMPORTANT WORKS COSTING 
RS. 20 LAKHS OR MORE 

( Rs. in lakhs) 


Name of project Estimate Expenditure Date 

Rs. Rs. 


(0 

Doubling, strengthening , etc. 



Pyu-Kyungaon, doubling 

Burma 

25' 15 

35*50 

31-3-29 

C 

Pyuntaza-Pyu, doubling 

,, 

41*65 

40*13 

31-3-31 

C 

South Karanpura Railway 

E.I. 

48*67 

49*21 

31-3-29 

C 

Bermo-Dunea section 


49*40 

46*26 


c 

Grand Chord, doubling 

jy 

110*49 

110*55 

31-3-30 

c 

Goilkera-Manharpur 

B.N. 

47*69 

45*85 

31-3-31 

c 

Grant Road-Bandra 

B.B.&C.I. 

71 11 

67*15 


I.p. 

Bandra-Borivli 

,, 

79*34 

74*37 


T.P. 

Bandhua-Gaya 

E.I. 

33*44 

30*65 


I.P. 

Benares- Ijucknow, relay- 





I.P. 

ing and ro-sleepering 

yy 

23*88 

3*03 


s 

Grand Chord (M.G.) 

yy 

110*49 

11013 


c 

Sholapur-Wadi, relaying 

G.I.P. 

22*71 

14*60 

>> 

N.C. 

Multan division, sleepers 

N.W. 

45*84 

44*32 


I.P. 

Cawnpore-Tundla 

E.I. 

92*94 

33*62 

31-3-36 

I.P. 

Itarsi-Agra, relaying 

G.I.P. 

165*19 

136*59 

j> 

I.P. 

EroRe Branch conversion 

s.r. 

46*55 

47*18 


c 

{ii) Strengthening of bridges 



Upper Sone bridge, 2nd track 

45*42 

38*29 

31-3-31 

c 

Reconstruction of Nerbudda bridge 

31*53 

33*17 

>> 

N.C. 

Nerbudda, rebuilding 


104*20 

76*75 

31-3-36 

C 

Bassein bridge rebuilding 


115*18 

55*79 

31-3-34 

c 

Roopnarain 


36*72 

34*42 

31-3-36 

c 

Hardinge bridge protection 


116*26 

63*68 

,, 

c 

Ring bund extension at Sara 

30*16 

20*84 

,, 

c 

Lower Sone bridge, regirdering 

21*82 

17*51 

31-3-34 

c 

Jumna bridge, regirdering 


23*06 

14 72 


c 


{Hi) Stations, terminals, traffic facilities, marshalling yards, etc. 


Ahmedabad yard remodelling 

86*29 

64*79 

31-3-29 

C 

Nagpur remodelling 

85*55 

85*55 

,, 

c 

Parbatipur remodelling 

25*76 

25*51 

31-3-31 

c 

Belur store yard 

21*42 

3*41 

j » 

I.p 

Lucknow remodelling 

56*60 

48*50 

)> 

c 

Mazgaon remodelling 

39*08 

38*83 

»» 

c 

Dhond remodelling, running shed 

20*73 

0*70 

»> 

s 

Poona 

37*90 

34*47 

>> 

N.C. 

Bhore Ghat 

43*88 

38.31 

>> 

I.P. 

Rawalpindi, remodelling tralBfic yard 

29*07 

25*91 

31-3-31 

I.P. 

New interchange station, N.W.Ry. 

53*36 

51*47 


C. 
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Name of project 

Estimate Expenditure 

Actuals 



Rs. 

Rs. 

up to 


Amritsar goods yard 

34-37 

34-53 

31-3-31 

I.P. 

Bombay Central Station 

140-90 

147-79 

31-3-34 

C 

Cawnpore area reconstruction 

83-04 

79-08 

31-3-36 

C 

Victoria Terminus 

104-02 

95-30 

31-3-34 

c 

Tondiarpet marshalling yard 

50-21 

49-88 

31-3-36 

c 

Trichinopoly Fort and Junction 

64-23 

64-28 

n 

c 

remodelling 





Madras improvements 

97-40 

94-70 

n 

c 

Erode remodelling 

52-11 

52-11 

) j 

c 

Delhi new interchange station 

53-36 

52-77 

31-3-34 

c 

(iv) 

W orkshops 




My tinge wagon shops extension and 

22-72 

2P44 

31-3-29 

c 

remodelling 





Dohad loco shops 

140-58 

. . 

31-3-34 

c 

Dohad loco scheme — D 

142-58 

121-88 

31-3-35 

c 

„ „ ™E 

31-99 

22-87 

)» 

0 


48-29 

23-21 

31-3-36 

, , 

Kanchrapara loco shop remodelling 

50-24 

42-28 

31-3-35 

I.P. 

Charbagh loco shop extension 

42-08 

37-95 

31-3-34 

I.P. 

Perambur shops remodelling 

280-16 

257-94 

31-3-35 

I.P. 

Central workshop and town, Trichy 

331-14 

327 12 


c 

Jamalpur workshop, remodelling 

31-89 

14-01 

31-3-36 

I.P. 

(v) ElectrificMion 




Churchgato to Borivli 

209-23 

196-79 

31-3-34 

c 

Main lino electrification, O.I.P. 

509-48 

508-12 

31-3-36 

I.P. 

Chola power house • 

131-52 

131-60 


c 

Suburban electrification, G.T.P. 

258-99 

260-04 

j) 

c 

Madras suburban electrification 

71-57 

71-51 

j> 

c 

(m) . 

Staff Quarters 




Model Colony, Kanchrapara 

43-27 

33-39 

31-3-31 

c 

European and Indian quarters, Howrah 52-86 

52-77 

31-3-34 

c 

(vii) 

Miscellaneous 




Talcher colliery development 

20-94 

20-89 

31-3-36 

N.Cn. 

Bhurkunda colliery 

60-12 

52-94 

)) 

I.P. 

Sawang colliery development 

2203 

7-72 

jj 

P. 


C— Complotod. N.C. — Not completed. S— Suspended. I.P.— In progress. 

N.Cn.— Noaring completion. P— Postponed. 

Note , — 'Tho actual expenditure in the case of several of the works completed during 
1931-6 has been taken from the Appropriation Accounts for these years. The figxiroa 
of the estimates and expenditures for the years prior to 1929-30 include appropriations 
from the depreciation fund. Tho figures for tho subsequent years indicate only the 
additional capital expenditure. 
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NEW CONSTRUCTION ON INDIAN RAILWAYS 
1. 1924-31 


Project 


Date of 
sanction 

Date of 
opening 

Cost 

Rs in lakhs 

Moulmein-Ye 

Burma 

1922 

16-4-25 

92*68 

Alon-Segyi 


11-5-22 

10-6-23 

14*44 

Segyi-Ye-U 


23-11-23 

1-7-26 

13*84 

Pegu-Kayan 


16-1-24 

15-1-27 

54*29 

Sibsagar Road-Khawang 

A.B. 

5-2-24 

10-11-27 

31*96 

Furkating-Badulipara-Jorhat 

>> 

14-4-25 

1-8-28 

31*61 

Raipur-Parbatipur 

B.N. 

16-4-25 

31-3-31 

489*67 

Dindigul-PoUaohi 

SJ. 

28-4-25 

19-11-28 

87*82 

Villiipuram-Trichinopoly Chord 

yy 

EJ. 

19-6-25 

1-2-29 

205*28 

Calcutta- Chord Railway 

23-7-25 

31-1-31 

319-97 

Tumsar-Tirodi 

B.N. 

11-7-25 

15-2-30 

45*02 

Hotgi- Sholapiir 

M.&S.M. 

3-12-25 

15-5-27 

7*89 

Gudivada-Bhimavaram 


17-12-25 

17-9-28 

40*81 

Nidadavolu-Narsapur 


28-12-25 

3-2-29 

69*73 

Madura-Bodinayakanur 

S.I. 

20-11-28 

55*30 

Agra-Bah Railway 

GIF. 

29-12-25 

10-4-29 

28*73 

Kar imgan j - Longai V alley 

A.B. 

14-1-26 

1-1-29 

32*24 

Kyan-Thongwa 

Burma 

26-1-26 

15-12-28 

14*31 

Dinapur- Ruhoa 

E.B. 

29-1-26 

10-4-29 

32*93 

Kangra VaUey 

N.W. 

1-2-26 

1-4-29 

295*65 

Amritsar-Narowal 


27-2-26 

6-5-29 

61*97 

Shahdara-Narowal 


5-3-26 

22-12-26 

28*16 

Samni-Dahoj 

B.B.&C.I. 

31-3-26 

1-3-30 

9*37 

Ly allpur- Jar an wala 

N.W. 

20-8-26 

3-12-27 

15*40 

Jassar-Shakargarh Chak Amru 


19-8-26 

21-12-27 

16*01 

Rohtak-Gohana-Panipat 


20-8-26 

15-5-28 

25*54 

Dhamuah-Lakshmikantapur 

E.B. 

12-1-27 

15-12-28 

40*34 

Kushab-Chak Jumra 

N.W. 

21-2/4-27 

21-1-28 

149*50 

V irudhanagar-Tenkasi 

S.I. 

10-3-27 

30-6-27 

70*46 

Pyinmana-Taungdwingyi 

Burma 

20-5-27 

10-3-30 

70*94 

Lucknow- Sultanpiir 

E.I. 

11-8-27 

22-3-31 

118*19 

Unao-Madhoganj 

>> 

11-8-27 

21-12-30 

31*40 

Muazampur-N arain 


,, 

5-1-30 

24*51 

Boria vi- V adtal 

B.B.&C.I. 

16-8-27 

18-4-29 

2*17 

Purnea-Murliganj 

E.B. 

10-8-27 

1-10-29 

30*96 

Habiganj -Shaistaganj 

,, 

16-9-27 

1-11-28 

8*56 

Qilla Saifulla Port Sandeman 
extension 

N.W. 

16-8-27 

15-7-29 

56*50 

Manamadura Railway 

S.I. 

18-8-27 

1-7-30 

114*99 

Abdulpur Nawabganj 

E.B. 

12-10-27 

11-2-30 

84*39 

Darwha-Pusad 

G.I.P. 

20-9-27 

1931 

, 32*73 

Feni-Belonia 

E.B. 

8-12-27 

1-12-29 

13*52 

Vasad-Katana 

B.B.&C.I. 

14-12-27 

1-9-30 

20*61 

Batala-Butari 

N.W. 

5-1-28 

20-12-28 

911S 

Kalukhali-Bhateapara 

E.B. 

10-1-28 

1-12-31 

57*02 

Salem-Attur-Vridhhachalam 

SJ, 

14-1-28 

3-2-31 

88*14 


69--1614B 
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Date of 

Date of 

Cost 

Project 

sanction 

opening 

Rs. in lakhs 

Senchoa-Mairabari" 

A.B. 21-2-28 

24-4-30 

21*47 

Salem-Mecheri 

SJ. 10-3-28 

15-4-29 

13*54 

Shaistaganj -Balia 

A.B. 7-6-28 

1-12-29 

12*05 

Chittagong-Nazirhat 

„ 8-6-28 

17-3-30 

21*98 

„ -Duhazari 

„ 12-12-28 

10-6-31 

45*25 

PoUaohi-Palghat 

S.I. 13-6-28 

1931-2 

51*79 

Sind Left Bank Feeders 

N.W. 20-6-28 

1932 

89*15 

Mashrak-Thawe 

B.&N.W. 22-9-28/ 

12-1-31 

23*63 

' 

3-1-29 



To^ngla-Belsiri 

E.B. 28-6-29 

15% com- 37-26 



pleted 



S. Section only 




2. 1930-6 



Lines opened during 1930-1 




Railway’ 

Milage 


Dhing Bazar Mairabari 

A.B. 

3 


Jemadipeta-Royaghada 

B.N. 

9 


Harishankar Road-TitHagarh 

>> 

35 


Rayaghada-Tharuvalli 

B.&N.W. 

12 


Mashrak Thawe 

40 


Vasad Katana 

B.B.&C.I. 

27 


Nyaungdo-Kyaukpadaun^ 

Burma 

11 


Unao-Madhoganj 

E.I. 

48 


C.I.C.Railway 

,, 

15 


Mahrabpur-Padidan 

N.W. 

44 


Pudukottai-Manamadura 

S.I. 

60 

304 

Lines opened during 1931-2 



Chittagong-Dohazari 

A.B. 

25 


Raipur-Parvatipuram (part) 

B.N. 

74 


Kalukhali-Bhateapara 

E.B. 

53 


Darhwa-Pusad 

G.I.P. 

43 


Shahpiir City-Khushal 

N.W. 

6 


Chiniot-Chinnikhichi 

>> 

3 


Kalabagh Bridge 

,, 

2 


Sakrand-Tharushah 

>> 

66 


Tando Adam-Nawabshah 

,, 

54 


Chinnasalem-Vriddhachalam 

S.I. 

32 


Pollachi- Palghat 

,, 

33 




— 

396 

Lines opened during 1932-3 



Lucknow-Sultanpur-Zafarabad (last section) E.I. 

57 


Tangla-Belsiri Rangapara 

E.B. 

53 




— 

110 

Lines opened during 1933-4 



Irrawadi Bridge at Sagaing with its approaches 

3 

3 
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NET EARNINGS OF NEW LINES OPENED AF PER I OCTOBER 1927 
DURING THE FINANCIAL YEAR, 1935-6* 


Name of project Milage 

A. B. 

Chittagong- Nazarhat 22*97 

Chittagong-Doliazari 25*05 

Feni-Bolonia * 16*88 

Furkating-Baduli-Jorhat 42*28 

Karimganj -Longai Valley 39*45 

Netrokona-Mohanganj 17*55 

Shaistaganj -Habiganj Bhalla 25*29 
Senchoa-Mairabari 30*25 

Sibsagar Road-Khowang 38*79 

B. &N.W. 

Mashrak-Thawe Extension 30*32 

B.N. 

Raipur- Par vatipuram 240*00 

B.B &C.L 

Boriavi-Vadtal 3*71 

Jambusar-Kavi 17*87 

Samni-Dahej 24*72 

Vasad-Katana 26*61 

Burma 

Heho-Shweryaung 1 1 *25 

Kayan-Thongwa 10*80 

Myingyan-Paleik 68*86 

N yaunglebin-Madauk 1 1 *06 

Taungdwingyi-Kyaukpadaung 71*82 

E.B. 

Abdulpur-Nawabganj 57*15 

Baruipur-Lakshmikantapur 23*26 

Dinajpur-Ruhea 47*80 

Kalukhali-Bhateapara 53*49 

Purnea-Murliganj 51*98 

Tangla-Rangapara 52*50 


Net income 

1935-6 Percentage return 
Gauge (in 000s) 1935-6 estimatedf 


M 

- 23 

1*02 

8*50 

,, 

- 100 

- 1*91 

8*50 

,, 

- 33 

- 2*34 

5*80 

>» 

- 94 

- 2*73 

7*00 

,, 

- 91 

- 2 61 

5*50 

■> 1 

- 18 

- 0*86 

9*60 

,, 

- 30 

- 1*40 

6*47 

,, 

31 

1*36 

13*00 

,, 

42 

1*20 

7*00 



69 

2*91 

6*00 

B 

4,569 

8*88 

5*40 

B 

- 6 

- 2*65 

5*00 

N 

19 

2*44 

8*00 

,, 

- 16 

- 1*56 

8*90 

B 

164 

7*55 

8*00 


M 

8 

0*26 

6*00 


8 

0*55 

10*75 


* 137 

1*89 

5*50 


110 

8*23 

3*37 


192 

1*74 

6*00 


B 

167 

1*85 

6*20 


107 

2*55 

7*00 

M 

312 

9*16 

6*50 

B 

52 

0*88 

5*00 

M 

311 

9*62 

6*50 

>> 

311 

5*92 

0*68 


B.— Broad gauge. M,— Metre gauge. N. — Narrow gauge. 

* Legislative Assembly Debates^ Vol. IV, No. 1, 23 August 1937, pp. 162-7. 
t Estimated peroenteige return of income on capital outlay some years , after 
opening as estimated originally. 
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Not income 


Name of project 

Milage 

1935-6 

Gauge (Rs. in 000s) 

Percentage return 
1935-6 estimated 

E.I. 

Calcutta Chord Railway 

8-50 

B 

- 343 

- 0*77 


Chandpur-Bijnor Muazzampiir 37*00 


68 

2-01 

6*10 

Daltonganj -Barakana 

11500 


- 196 

~ 0-48 

6-88 

Lucknow* Sultanpur 

13600 

,, 

- 287 

- 2-29 

5-80 

Unao-Madhoganj 

48-00 

)) 

- 24 

~ 0-55 

6-30 

G.I.P. 

Agra-Bah 

43-00 


~ 48 

- 1-55 

6*30 

Darwha-Pusad 

42*65 

N 

- 19 

- 0-55 

6-81 

M.&S.M. 

Cocoanada-Kotipalli 

27*38 

B 

- 67 

- 1-58 

6*00 

Guntur-Macherla 

79*83 

M 

158 

3-45 

5*25 

Gudi vada- Bhima varam 

40*60 


238 

5-84 

6-61 

Nidadavolu-Narsapur 

47-16 

B 

325 

4-73 

6-61 

Annivihalli-Swarnihalli 

11*74 

M 

235 

74*74 


N.W. 

Amritsar-Narowal 

39*11 

B 

832 

12-18 

5-50 

Batala-Beas 

12*04 

5 ) 

50 

5-40 

5-70 

Chak-Jumra-Kushab 

70-47 

>) 

2869 

16-64 

6-00 . 

Jassar Shakargarli Cliak Amrii 25*97 

>> 

125 

7-58 

6*00 

Lyallpur-Jaranwala 

20-75 

B 

- 3 

- 0*18 

5-48 

Rohtak-Gohana-Panipat 

44*01 

)) 

16 

0-63 

6-33 

Shahdara-Narowal 

48-33 

>) 

142 

4-80 

4^84 

Sind Left Bank Feeders Rys. 
Kangra- Valley 

164*49 

102*99 

>> 

N 

682 
-- 215 

7-51 
-- 0-68 

5-50 

S.I. 

Cuddalur-Vridhhaclialam 

35-59 

M 

44 

1-63 


Dindigul-Pollachi 

75-10 

5 ) 

125 

1-63 

9.44 

Madura-Bodinayakanur 

55-94 


- 45 

- 0-83 

8*73 

PoUachi-Palghat 

33-45 

)> 

47 

0-87 

5*20 

Salem Mettur Dam 

23-20 

B 

- 24 

- 1.89 

4.75 

Salem- At tur-V riddhachalam 

82-53 

M 

- 27 

-10-32 

5*80 

Shornur-Nilambur 

11-35 

B 

- 68 

- 0-72 

4*00 

Villupuram-Trichinipoly 

109-00 

M 

790 

3-90 

6*50 

Triohinopoly-Manamadura 

94-22 


96 

0-86 

5*37 



Appendix E 

DEPRECIATION FUND COMMITTEE, 1922-3 

The committee, known as the Depreciation Fund Committee, 1922-3, 
comprised the following members : Mr. J. R. Smellie, Deputy Locomotive 
Superintendent, North Western Railway, Chairman ; and Mr. N. Pierce, 
Executive Engineer, Eastern Bengal Railway, and Mr. A. M. Hayman, Deputy 
Accountant-General, as members. The terms of reference were : 

I To enquire into the question of the provision necessary on each rail- 
way to make good annual depreciation of wasting capital assets and to suggest 

(а) the amount which is necessary to provide as normal depreciation 

in respect of those assets as they existed on 31 March 1922 
(h) the principles for the calculation of annual depreciation which 
must be provided in respect of the various classes of assets 
acquired or which may be acquired after that date 
(c) the amount which it is necessary should bo provided temporarily 
in addition to that referred to in sub-clause (a) above, to make 
good arrears of depreciation on the assumption that this will 
be effected in a period of 5 or 10 years 

II To suggest the metliods which should be adopted for the formation 
and working of a ‘Depreciation Fund’ on each railway to bo maintained from 
the proceeds of the amounts of dei)reciation arrived at in accordance with 
clause I above. 

The principal recommendations of the committee were : 

I That the provision for annual depreciation in respect of the wasting 
capital assets as they stood on 31 March 1922 should bo Rs. 12,25,67,231. 

11(a) That the annual normal depreciation of the wasting capital 
assets of the railways as they stood on 31 March 1922, be calculated on 
the factors (1) the estimated economic or functional life of each class of 
assets, and (2) of replacement prices ; and on the assumption that an equal 
part of the economic life of an asset expires each year. 

(б) That the annual normal depreciation on capital outlay invested 
in the acquisition of assets after 31 March 1922, be calculated according 
to the following basis : 

A. In the case of capital outlay on new lines 

Commencing from date of opening to traffic 
1st- 5th year 0.5 per cent of total capital outlay on wasting 

capital asset at the end of 
each year 

6th- 10th ,, 1 per cent ditto 

llth-25th ,, 1*,5 per cent ditto 

25th-40th ,, 2 per cent ditto 

Thereafter 2 per cent such capital outlay at the end 

of the 40th year with one 
per cent on all further capital 
_ outlay on the wasting capital 

assets. 

B. In the case of capital oulay on existing lines 

A rate of one per cent per annum on all additional capital outlay. This 
rate will be found suitable and equitable for many years to come. 
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III That tho amount of arrear renewals and replacements on 3i 
March 1922, is Rs. 19,95,08,100, which would require annual expenditure 
of Rs. 3,99,01,620, and Rs. 1,99,50,810, respectively, if the arrears are to 
be overtaken in 5 or 10,. years. 

IV That tho depreciation fund for each railway take the form of a 
suspense account in the deposit section of the accounts, the amount at 
credit of the accotint bearing interest and being available to be drawn 
upon at any time by the railway administration in the same way as if it 
had been separately invested by the railway. 

That the money required to overtake arrear renewals and replacements 
be provided from borrowings repayable from revenue on an annuity basis. 

V That definite rules be laid down prescribing exactly what classes 
of expenditure are on renewals and replacements (depreciation) account. 

VI That certain minor alterations be made in the classification of 
capital and revenue expenditure. 

VII That all future capital outlay on plant — construction — be appor- 
tioned as a part of the cost of the wasting capital assets for which the plant 
is obtained. 

VIII That all expenditure on loose hand tools, except that incurred 
on first equipment should be charged to ordinary working expenses. 

The minor alterations referred to in VI above were explained by the 
conimittee as follows. They recommended that in the classification of capital 
outlay, the excess of expenditure on steel work on bridges and sleepers should 
be separately recorded ; that the classification of the revenue accounts of 
railways should be so revised as to exhibit separately and distinctly expen- 
diture incurred in making good depreciation of wasting capital assets ; and 
that expenditure classified as renewal and replacements chargeable to the 
depreciation fund and classified as ordinary maintenance and repairs charge- 
able against the grant for ordinary working expenses should bo clearly and 
precisely defined. (Paras 37 and 66). 
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Statistical Statements 

I. FINANCIAL RESULTS OF WORKING THE STATE-OWNED 

RAILWAYS* 


Railways 

(excluding worked lines) 

(1) Gross traffic receipts 

1924-5 1926-6 1926-7 1927-8' 

(In lakhs of rupees) 

1928-9 1929-30 1924-30 

State-managed 

Burma 

429 

493 

461 

503 

495 

487 

Average 

478 

E.B. 

692 

629 

672 

700 

703 

673 

663 

E.I.t 

2061 

1972 

1966 

2043 

2031 

1986 

2010 

a.i.p. 

1516 

1463 

1470 

1509 

1530 

1468 

1491 

K.W.Com. 

1513 

1370 

1404 

1489 

1423 

1439 

1440 

,, Str. 

160 

164 

153 

160 

167 

169 

160 

Company -managed 

A.B. 

144 

164 

176 

205 

207 

206 

183 

B.N. 

838 

820 

916 

912 

931 

876 

817 

B.B.&C.I. 

1233 

1214 

1126 

1134 

1186 

1162 

1174 

Jodhpur 

29 

26 

21 

25 

21 

25 

24 

Luck-Bar. 5: 

36 

37 

36 

40 

36 

36 

37 

M.&S.M. 

791 

814 

812 

864 

920 

898 

860 

S.3. 

516 

544 

549 

680 

663 

633 

564 

Tirhoot 

147 

156 

170 

167 

170 

174 

164 

Others 

9 

10 

6 

8 

9 

^ 16 

9 

Total 

10013 

9894 

. 9842 

10342 

10373 

10270 

10122 


Railways 

1930-1 

1931-2 

1932-3 

1933-4 

1934-5 

1930-5 

1935-6 

1936-7 

State -managed 
Burma 

428 

374 

333 

357 

372 

Average 

373 

361 

370 

E.B. 

686 

505 

491 

507 

543 

526 

625 

674 

E.I. 

1824 

1736 

1727 

1763 

1871 

1784 

1863 

1944 

G.I.P. 

1333 

1192 

1195 

1221 

1217 

1232 

1241 

1327 

N.W.Com. 

1498 

1334 

1273 

1323 

1387 

1363 

1416 

1562 

,, Str. 

148 

132 

123 

123 

123 

130 

126 

138 

Company -managed 

A.B. 

196 

184 

166 

160 

180 

175 

160 

168 

B.N. 

. 817 

724 

691 

739 

795 

753 

864 

839 

B.B.&C.I. 

1090 

1030 

1017 

1061 

1107 

1061 

1108 

1189 

Jodhpur 

23 

18 

23 

25 

28 

23 

38 

37 

Luck-Bar. t 

36 

35 

36 

36 

37 

36 

38 

40 

M.&S.M. 

798 

715 

666 

684 

672 

707 

654 

668 

S.I. 

680 

5.30 

551 

514 

524 

540 

499 

612 

Tirhoot 

140 

141 

148 

138 

152 

144 

160 

169 

Others 

13 

13 

13 

12 

12 

13 

12 

12 

Total 

9510 

8663 

8443 

8663 

9020 

8860 

9065 

9549 


* Source : Railway Budget papers^, 
t Includes the figures of the O. & H. Railway for 1924-6, 
i Lucknow-Bareilly. 
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(2) Ordinary working expenses 


(In lakhs of rupees) 


Railways 

State-managed 


1924-5 

1925-6 

1926-7 

1927-8 

1928-9 

1929-30 

1924-30 

Average 

Burma 


218 

232 

240 

249 

276 

257 

245 

E.B. 


347 

383 

363 

373 

386 

384 

373 

E.I.* 

, , 

1054 

1011 

991 

985 

1002 

1021 

1011 

a.i.p. 

, ^ 

805 

905 

881 

819 

837 

837 

847 

N.W.Com. 

, , 

746 

700 

774 

798 

794 

847 

777 

, Str. 

. , 

156 

145 

152 

158 

160 

168 

156 


Company -managed 

A.B. 

82 

83 

89 

97 

102 

113 

64 

B.N. 

473 

481 

444 

504 

. 511 

551 

494 

B.B.&O.I. 

591 

624 

605 

584 

. 608 

607 

603 

Jodhpur 

17 

17 

16 

15 

.. 17 

17 

17 

Luok^-Bar.f 

12 

13 

16 

15 

14 

15 

14 

M.&S.M. 

363 

387 

395 

394 

. -399 

395 

389 

S.T. 

260 

269 

255 

260 

. 263 

279 

264 

Tirhoot 

36 

44 

57 

59 

51 

52 

50 

Others 

5 

5 

11 . 

-4 

2 

16 

6 

Total 

5165 

5209 

5289 

5306 

5422 

5559 

5340 


Railways 

1930-1 

1931-2 

1932-3 

1933-4 

1934-5 

Average 

1930-5 

1935-6 

1936-7 

State-managed 








Burma 

230 

233 

220 

227 

230 

228 

226 

207 

E.B. 

374 

329 

324 

336 

345 

342 

365 

371 

E.I. 

995 

902 

917 

922 

931 

933 

937 

933 

G.T.P. 

857 

713 

721 

713 

688 

738 

690 

666 

N.W.Com. 

903 

774 

737 

772 

781 

793 

772 

773 

f. Str. 

176 

138 

146 

142 

147 

150 

152 

143 


Company -managed 

A.B. 

111 

109 

103 

108 

117 

110 

113 

110 

B.N. 

502 

483 

489 

494 

513 

496 

552 

537 

B.B.&O.I. 

496 

550 

548 

528 

549 

534 

539 

500 

J odhpur 

15 

15 

15 

18 

18 

16 

19 

20 

Luck. -Bar. t 

23 

16 

16 

16 

15 

17 

16 

15 

M.&S.M. 

375 

340 

330 

339 

347 

346 

352 

337 

S.I. 

273 

263 

277 

271 

273 

272 

278 

272 

Tirhoot 

98 

56 

61 

57 

66 

68 

69 

n 

Others 

11 

10 

4 

7 

7 

8 

7 

7 

Total 

5439 

4931 

4908 

4950 

6027 

5051 

5087 

6023 


* Includes the figures of the O. & R. Railway for 1024-5, 
t Lucknow- Bareilly. 
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(3) Total working expenses 


{In lakhs of rupees) 


Railways 

1924-5 

1925-6 

1926-7 

1927-8 

1928-9 

1929-30 

1924-30 

Average 

State-managed 

Burma 

260 

275 

283 

294 

322 

305 

290 

E.B. 

410 

459 

440 

452 

469 

471 

452 

E.I.* 

1255 

1203 

1190 

1192 

1217 

1242 

1217 

G.T.P. 

940 

1051 

1033 

977 

1004 

1020 

1004 

N.W.Com. 

918 

888 

949 

990 

1001 

1064 

968 

„ Str. 

196 

180 

187 

195 

199 

209 

194 


C 0 tnpany - m anaged 


A.B. 

106 

107 

113 

121 

127 

140 

119 

B.N. 

576 

591 

558 

621 

629 

675 

608 

B.B.&O.I. 

698 

734 

721 

708 

738 

740 

723 

J odlipur 

18 

18 

17 

17 

19 

19 

18 

Luck. -Bar. t 

17 

18 

21 

19 

19 

20 

19 

UMM. 

431 

461 

477 

475 

486 

485 

470 

8.T. 

307 

316 

305 

313 

323 

344 

318 

Tirlioofc 

51 

60 

71 

74 

60 

08 

65 

Others 

5 

5 

13 

-4 

3 

10 

6 

Total 

6200 

6366 

6378 

6444 

6622 

6818 

6471 


Railways 

1930-1 

1931-2 

1932-3 

1933-4 

1934-5 

1930-5 

Avnu-ago 

1935-6 

1936-7 

Stale -managed 

Burma 

282 

286 

274 

282 

284 

282 

284 

265 

E.B. 

466 

425 

422 

433 

442 

438 

450 

457 

E.T. 

1224 

1137 

1152 

1161 

1171 

1169 

1177 

1178 

G.r.p. 

1 046 

907 

919 

907 

890 

934 

892 

858 

N.W.Com. 

1129 

1007 

985 

1001 

1016 

1028 

960 

961 

„ Str. 

219 

181 

190 

185 

190 

193 

209 

200 


Company -managed 


A.B. 

140 

140 

135 

139 

149 

141 

153 

150 

B.N. 

633 

617 

628 

632 

652 

632 

681 

667 

B.B.&O.I. 

630 

689 

687 

667 

687 

672 

666 

683 

Jodhpur 

18 

17 

16 

21 

21 

18 

21 

22 

Luck. -Bar. f 

28 

20 

20 

20 

19 

21 

20 

19 

M.&S.M. 

463 

4.30 

420 

429 

438 

436 

444 

426 

S.I. 

342 

338 

355 

348 

351 

347 

353 

347 

Tirhoot 

114 

72 

77 

73 

81 

83 

86 

89 

Others 

12 

11 

5 

8 

8 

9 

16 

16 

Total 

6746 

6277 

6285 

6306 

6399 

6403 

6412 

6338 


* Includes the figures of the O. & K. Railway for 1024-5. 
t Lucknow-Bareilly. 

60—1 5 14B 
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(4) Net receipts 


{In lakhs of rupees) 


Railways 

1924-5 

1925-6 

1926-7 

1927-8 

1928-9 

1929-30 

1924-30 

Average 

State-managed 

Burma 

169 

218 

178 

209 

173 

182 

188 

E.B. 

173 

170 

232 

248 

234 

202 

210 

E.L* 

806 

769 

776 

851 

814 

743 

793 

G.I.P. 

576 

412 

437 

532 

526 

438 

487 

N.W.Coin. 

595 

482 

455 

499 

422 

375 

472 

,, Str. 

-36 

-16 

-34 

-35 

-32 

-50 

-34 


Company -managed 

A.B. 


38 

57 

63 

84 

80 

65 

64 

B.N. 


262 

247 

262 

295 

283 

256 

268 

B.B.&C.I. 


535 

480 

405 

426 

448 

412 

451 

Jodhpur 


11 

8 

4 

8 

2 

6 

6 

Luck. -Bar.! 


19 

19 

15 

21 

17 

16 

18 

M.&S.M. 


357 

353 

335 

389 

434 

413 

380 

S.I. 


208 

228 

244 

267 

240 

289 

246 

Tirhoot 


96 

96 

99 

93 

104 

106 

99 

Others 


4 

5 

-7 

12 

6 

-1 

3 

Total 


3813 

3528 

3464 

3899 

3751 

3452 

3651 


Railways 

1930-1 

1931-2 

1932-3 

1933-4 

1934-5 

1930-35 

Average 

1935-6 

1936-7 

State-managed 

Burma 

146 

88 

59 

75 

88 

91 

77 

105 

E.B. 

120 

80 

69 

74 

101 

88 

75 

117 

E.L 

600 

599 

575 

602 

700 

615 

686 

766 

G.T.P, 

287 

285 

276 

314 

327 

298 

349 

469 

N.W.Com. 

369 

327 

288 

322 

371 

335 

456 

601 

„ Str. 

-71 

-49 

-67 

-62 

-67 

-63 

-83 

-62 


Company -ynanaged 

A.B. 

56 

44 

21 

21 

31 

34 

7 

18 

B.N. 

184 

107 

63 

107 

143 

121 

183 

172 

B.B.&O.I. 

460 

341 

330 

394 

420 

389 

442 

506 

Jodhpur 

5 

1 

7 

4 

7 

5 

17 

15 

Luck. -Bar. t 

8 

15 

16 

16 

18 

15 

18 

21 

M.&S.M. 

335 

285 

246 

255 

234 

271 

210 

242 

S.I. 

238 

192 

196 

166 

173 

193 

146 

165 

Tirhoot 

26 

69 

71 

65 

71 

61 

74 

80 

Others 

1 

2 

8 

4 

4 

4 

__4 

_4 

Total 

2764 

2386 

2158 

2357 

2621 

2457 

2653 

3211 


* Inchidoa tho figures of the O. & R. Railway for 1924-5, 
t Lucloiow -Bareilly. 
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(5) Profit or loss 


(In lakhs of rupees) 


Railways 

1924-5 

1925-6 

1926-7 

1927-8 

1928-9 

1929-30 

1924-30 

Average 

State-managed 

Burma 

42 

81 

24 

61 

4 

4 

36 

E.B. 

IG 

10 

70 

80 

54 

16 

41 

E.I.* 

289 

280 

267 

319 

244 

161 

260 

G.I.P. 

242 

47 

71 

141 

108 

8 

103 

N.W.Com. 

287 

176 

121 

123 

9 

-64 

109 

„ Str. 

-159 

-147 

-165 

-168 

-174 

-190 

-167 


Company -managed 

A.B. 

-31 

-13 

-11 

4 

-6 

-23 

-14 

B.N. 

-12 

-47 

-40 

-20 

-47 

-83 

-42 

B.B.&C.I. 

292 

220 

142 

158 

164 

111 

181 

Jodhpur 

9 

6 

2 

4 

_-l 

2 

4 

Luck. -Bar. t 

9 

9 

4 

10 

6 

5 

7 


111 

85 

63 

104 

138 

89 

98 

S.I. 

97 

113 

120 

125 

81 

113 

108 

Tirhoot 

63 

60 

68 

56 

66 

65 

63 

Others «& Misc. 

61 

48 

14 

88 

135 

190 

90 

Total 

1316 

928 

750 

1085 

781 

404 

877 


Railways 

1930-1 

1931-2 

1932-3 

State-managed 

Burma 

-44 

-73 

-75 

E.B. 

-79 

-123 

-128 

E.I. 

-18 

-24 

-13 

G.I.P. 

-172 

-178 

-168 

N.W.Com. 

-117 

-158 

-178 

„ Str. 

-217 

-199 

-209 


Company -managed 


A.B. 

-39 

-52 

-74 

B.N. 

-199 

-248 

-280 

B.B.&C.I. 

43 

45 

41 

J odhpur 

-1 

-3 

3 

Luck. -Bar. t 

6 

4 

5 

M.&S.M. 

1 

14 

-19 

S.I. 

31 

1 

6 

Tirhoot 

24 

34 

30 

Others & Misc. 

262 

44 

32 

Total 

-519 

-920 

-1023 


1933-4 

1931-5 

1930-5 

Average 

1935-6 

1936-7 

-71 

— 56 

-64 

-68 

-36 

-125 

-93 

-110 

-118 

-79 

37 

114 

19 

104 

175 

-124 

-104 

-149 

-67 

46 

-136 

-70 

-132 

24 

153 

-203 

-203 

-206 

-210 

-196 


-73 

-60 

-60 

-84 

-75 

-227 

— 186 

-228 

-138 

-152 

100 

128 

72 

156 

216 

1 

3 

1 

13 

10 

5 

8 

6 

8 

10 

— 4 

-26 

-7 

-38 

-3 

-21 

-10 

1 

-32 

-10 

25 

32 

29 

35 

41 

20 

17 

75 

16 

21 

-796 

— 506 

-753 

-399 

121 


* Includes the figures of the O. & R. Railway for 1924-5. 
t Lucknow -Bareilly. 
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II. PASSENGER TRAFFIC AND EARNINGS* 
(All railways : 1900 to 1936-7) 


Numbor of passongora (millions) Earnings (in crores of Rs.) 


Year 

First 

Second 

Inter 

Third 

s&vt 

First Second 

Inter 

Third 

S&Vf 

1900 

0*521 

2*285 

5*703 

153*954 

13*85 

0*32 

0*47 

0*56 

7*52 

0*08 

1905 

0*063 

2*949 

8*104 

218*413 

18*03 

0*45 

0*65 

0*83 

10*69 

0*12 

1910 

0*778 

2*962 

11*033 

332*462 

24*34 

0*59 

0*77 

0*95 

14*65 

0*10 

1911 

0*799 

3*135 

11*702 

348*479 

25*69 

0*60 

0*84 

1*09 

15*73 

0*17 

1912 

0*790 

3*223 

10*833 

375*507 

26*81 

0*03 

0*88 

0*91 

17*01 

0*18 

1913 

0*230 

0*844 

2*883 

98*221 

7*44 

0*20 

0*21 

0*24 

4*52 

0*05 

1913-4 

0*813 

3*461 

12*371 

410*960 

30*14 

0*09 

0*89 

1*03 

18*37 

0*19 

1914-5 

0*725 

3*403 

12*018 

403*559 

30*72 

0*60 

0*90 

1*03 

17*63 

0*19 

1915-0 

0*729 

3*701 

13*648 

413*254 

32*90 

0*59 

1*01 

1*13 

18*05 

0*21 

1910-7 

0*823 

4*007 

14*349 

431*150 

31*80 

0*72 

1*30 

1*22 

19*62 

0*22 

1917-8 

0*883 

4*210 

7*719 

381*017 

30*43 

0*95 

1*43 

1*10 

21*45 

0*24 

1918-9 

1*049 

5*119 

8*722 

404*388 

40*40 

1*12 

1*73 

1*43 

24*43 

0*28 

1919-20 

1*108 

0*439 

10*201 

460*306 

41*97 

1*29 

2*18 

1*70 

27*90 

0*31 

1920-1 

1*149 

7*129 

11*750 

490*280 

48*94 

1*30 

2*26 

1*91 

28*91 

0*37 

1921-2 

1*085 

6*492 

10*054 

490*734 

52*37 

1*38 

2*30 

1*78 

28*42 

0*42 

1922-3 

0*918 

5*134 

8*129 

502*770 

55*07 

1*40 

2*12 

1*38 

32*21 

0*49 

1923-4 

1*199 

10*128 

11*374 

544*622 


1*31 

2*03 

1*41 

33*33 


1924-5 

1*109 

9*778 

12*201 

553*266 


1*23 

1*92 

1*48 

34*13 


1925-0 

1*033 

9*901 

13*602 

574*608 


1*20 

1*89 

1*00 

34*70 


1920-7 

1*012 

10*000 

14*945 

578*409 


1*18 

1*88 

1*62 

33*44 


1927-8 

0*980 

9*903 

17*351 

594*821 


1*14 

1*96 

1*69 

34*39 


1928-9 

0*913 

9*585 

17*870 

591*743 


1*12 

1*92 

1*66 

33*54 


1929-30 

0*804 

9*125 

17*900 

000*468 


1*04 

1*84 

1*59 

34*11 


1930-1 

0*071 

8*089 

10*189 

550*879 


0*91 

1*70 

1*41 

30*24 


1931-2 

0*508 

5*938 

12*354 

487*037 


0*83 

1*54 

1*23 

27*75 


1932-3 

0*429 

6*278 

10*871 

485*317 


0*78 

1*47 

1*15 

27*92 


1933-4 

0*421 

6*050 

10*557 

473*585 


0*70 

1*42 

1*12 

26*79 


1934-5 

0*400 

4*818 

10*310 

481*051 


0*77 

1*41 

1*12 

27*05 

. . 1 

1935-0 

0*384 

4*763 

10*469 

488*075 


0*78 

1*46 

1*11 

27*21 


1930-7 

0*408 

4*590 

11*085 

493*835 


0*81 

1*47 

1*15 

20*90 



* Source : Administration and Railway Board's Reports. 

t Season ticket holders and vendors tickets, 'fhe number of season ticket holders 
and vendors tickets and their earnings have boon included in tlieir rospoctivo classes 
from 1923-4 onwards. 

Note.— In pre-war reports of the Railway Board, the number of passengers carried 
on each separate railway was shown as the total number of passengers carried on railways. 
Passengers carried over two or more railways on a single journey wi're thus counted as 
two or three passengers. From 1923-1 onwards the numbor of yjassengers taken is tho 
munber of passengers originating, 'fho adjusted llgures for 1911 on tho same basis are, 
in millions ; first class ; 0*703 ; second class : 2*947 ; inter ; 11*409 ; and third 
class ; 331-055 ; S.&V. : 25*69, 
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III. PASSENGER TRAFFIC AND EARNINGS, CLASS I RAILWAYS 

(1) First class 

Earnings Niimbor of passengers 



1924-5 

% relation to 1924-5 

1924-5 

% relation to 1924 

-5 

Railways 

Broad gauge : 

Actuals 

Rs. 

Lakhs 

1929-30 

1933-4 

1936-7 

Actuals 

Thousands 

1929-30 

1933-4 

1936-7 

B.N. 

8-30 

92 

59 

66 

37 

105 

65 

65 

B.B.&C.T. 

0-09 

97 

82 

92 

363 

47 

13 

13 

M.&S.M. 

5i)6 

95 

76 

84 

21 

114 

81 

86 

S.I. 

2 06 

87 

55 

71 

12 

125 

67 

83 

E.B. 

5-02 

104 

63 

66 

121 

73 

38 

38 

E.I.* 

21*06 

67 

56 

58 

133 

76 

49 

51 

G.LP. 

25*91 

90 

63 

68 

140 

91 

54 

48 

N.W. 

14*20 

92 

74 

75 

87 

122 

63 

57 

N.S. 

0*64 

139 

142 

144 

10 

90 

60 

60 

Total 

92*54 

87 

66 

70 

923 

73 

37 

36 

Metre gauge : 

A.B. 

2*15 

105 

61 

77 

16 

113 

69 

150 

B.&N.W. 

1*13 

85 

88 

83 

17 

88 

82 

88 

B.B.&C.T. 

4*04 

73 

52 

46 

31 

71 

52 

42 

M.&S.M. 

2*20 

82 

55 

50 

14 

93 

57 

50 

R.&K. 

0*80 

81 

60 

54 

7 

86 

57 

57 

S.T. 

4*80 

101 

52 

72 

48 

81 

56 

52 

Burma 

5*64 

81 

51 

51 

91 

61 

30 

22 

E.B. 

2*28 

62 

42 

47 

20 

80 

55 

80 

Jocllniur 

0*67 

91 

63 

85 

1 

100 

75 

100 

N.S. 

0*54 

89 

63 

69 

7 

71 

43 

43 

'Total 

21*25 

85 

54 

59 

255 

77 

49 

51 

All Railways 

119*57 

86 

63 

67 

1,195 

74 

40 

40 


Railways 

1924-5 

Passenger miles 
% relation to 1924- 

•5 

1924-5 

vVvorage lead 
% r(4ation to 1924-5 

Atituals 

1929-30 

1933-4 1936-7 

Actuals 

1929-30 

1933-4 

1936-7 

Broad gauge : 

B.N. 

Millions 

7*61 

104 

69 

78 

Miles 

205 

99 

106 

120 

B.B.&C.I. 

10*78 

101 

77 

84 

30 

217 

570 

620 

M.&S.M. 

4*43 

124 

87 

97 

207 

110 

107 

116 

S.I. 

1*48 

106 

64 

109 

127 

83 

99 

109 

J^.B. 

4*66 

129 

77 

84 

38 

179 

202 

223 

E.I.* 

19*15 

108 

74 

80 

160 

143 

152 

155 

G.I.P. 

21*78 

124 

76 

80 

156 

1.36 

140 

168 

N.W. 

14*41 

140 

87 

86 

167 

114 

137 

150 

N.S. 

0*78 

139 

112 

118 

82 

155 

168 

173 

Total 

85*07 

119 

78 

83 

92 

162 

208 

229 

Metre gauge i 

A.B. 

1*51 

104 

59 

114 

93 

93 

87 

78 

B.&N.W. 

1*23 

105 

118 

118 

75 

117 

140 

129 

B.B.&C.I. 

3*40 

90 

64 

52 

109 

125 

T25 

122 

M.&S.M. 

1*67 

111 

66 

61 

117 

126 

122 

125 

R.&K. 

0*60 

93 

72 

66 

82 

122 

121 

122 

S.I. 

2*95 

130 

74 

105 

61 

164 

135 

143 

Burma 

4*71 

113 

61 

57 

52 

175 

204 

262 

E.B. 

1*86 

87 

59 

68 

94 

104 

106 

83 

Jodhpur 

0*49 

111 

73 

99 

117 

107 

95 

103 

N.S. 

0*63 

96 

66 

73 

91 

141 

140 

142 

Total 

19*05 

106 

68 

75 

75 

138 

140 

146 

All Railways 

105*24 

116 

76 

81 

88 

157 

190 

206 


* Includes the figures of the for 1924-5. 
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(2) Second class 


Earnings No. of passongora 


Railways 

1924-5 

% relation to 1924 

-5 

1924-5 

% relation to 1924 

-5 

Broad gauge : 

Actuals 

Rs. 

Lakhs 

1929-30 

1933-4 

1936-7 

Actuals 

Thousands 

1929-.30 

1933-4 

1936-7 

B.N. 

8-07 

103 

88 

95 

202 

91 

54 

53 

B.B.&C.I. 

20-99 

86 

76 

83 

4,569 

75 

41 

34 

M.&S.M. 

8-24 

113 

86 

90 

163 

117 

70 

93 

S.I. 

3*92 

106 

93 

107 

105 

121 

86 

95 

E.B. 

5-75 

140 

101 

105 

436 

105 

48 

56 

E.I.* 

29-39 

84 

68 

71 

695 

86 

60 

58 

G.I.P. 

32*77 

93 

70 

73 

1,538 

118 

59 

51 

N.W. 

26-52 

98 

76 

75 

490 

152 

71 

65 

N.S. 

1-72 

140 

128 

127 

68 

96 

66 

53 

Total 

137*37 

96 

76 

80 

8,266 

92 

50 

45 

Metre gauge : 

A.B. 

1*65 

136 

98 

64 

38 

142 

97 

82 

B.&N.W. 

2*00 

101 

86 

95 

94 

111 

89 

100 

B.B.&C.I. 

8*53 

81 

69 

70 

173 

89 

72 

70 

M.&S.M. 

5*92 

88 

64 

57 

151 

95 

64 

60 

R.&K. 

1*22 

91 

78 

83 

30 

87 

80 

80 

S.I. 

9*57 

120 

83 

77 

418 

102 

88 

72 

Burma 

8*66 

105 

57 

57 

581 

105 

42 

45 

E.B. 

2-54 

71 

57 

66 

71 

101 

66 

85 

J odhpur 

1*90 

97 

78 

101 

23 

130 

113 

143 

N.S. 

1*66 

96 

70 

67 

76 

71 

50 

41 

Total 

44*41 

99 

71 

70 

1,656 

101 

66 

63 

All Railways 

184*79 

96 

74 

77 

9,987 

94 

53 

48 


Railways 

1924-5 

Actuals 

Passenger miles 
% relation to 1 924-5 
1929-30 1933-4 1936-7 

1924-5 

Actuals 

Average lead 
% relation to 1924-5 
1929-30 1933-4 1936-7 

Broad gauge : 

B.N. 

Millions 

15*5 

108 

99 

107 

Miles 

77 

119 

182 

200 

B.B.&C.I. 

57*1 

96 

68 

70 

13 

123 

162 

200 

M.&kS.M. 

14*3 

135 

98 

128 

88 

115 

140 

136 

S.I. 

5*8 

133 

110 

170 

56 

109 

127 

130 

E.B. 

10-7 

148 

105 

112 

25 

142 

212 

196 

E.I.* 

56*9 

126 

91 

94 

82 

146 

150 

161 

G.I.P. 

65*8 

121 

73 

75 

43 

102 

123 

147 

N.W. 

51*0 

155 

92 

92 

104 

102 

129 

141 

N.S. 

4*2 

138 

109 

109 

62 

142 

158 

195 

Total 

281*3 

125 

84 

89 

34 

135 

168 

200 

Metre gauge : 

A.B. 

2*5 

128 

89 

63 

67 

88 

93 

78 

B.&N.W. 

6*3 

104 

105 

116 

66 

95 

118 

117 

B.B.&C.I. 

13*6 

105 

84 

81 

79 

118 

116 

116 

M.&S.M. 

9*8 

104 

72 

125 

65 

111 

114 

211 

R.&K. 

2*0 

103 

91 

101 

68 

IIS 

115 

126 

S.I. 

15*1 

147 

104 

136 

36 

144 

119 

122 

Burma 

15*7 

143 

71 

65 

27 

137 

170 

144 

E.B. 

4*2 

83 

67 

79 

59 

83 

102 

95 

J odhpur 

2*7 

117 

97 

126 

115 

91 

88 

88 

N.S. 

3*9 

101 

73 

78 

51 

141 

145 

178 

Total 

75*9 

121 

85 

98 

46 

120 

128 

157 

All Railways 

360*0 

124 

84 

91 

36 

133 

161 

192 

* Includes the figures of the 

O.&R. for 

1924- 

5. 
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(3) Inter class 


Earnings No. of passengers 


Railways 

1924-5 

Actuals 

% relation to 1924-5 
1929-30 1933-4 1936-7 

1924-5 

Actuals 

% relation to 1924-5 
1929-30 1933-4 1936-7 

Broad gauge ; 

B.N. 

Rs. 

Lakhs 

11 •2() 

142 

107 

107 

Thousands 

991 

206 

155 

153 

B.B.&C.I. 

5S 

490 

621 

767 

9 

522 

689 

778 

M.&S.IM. 

4-39 

168 

122 

120 

237 

181 

92 

134 

S.I. 









E.B. 

9-93 

148 

87 

80 

2,438 

162 

66 

86 

E.I.* 

43-94 

107 

77 

78 

4,095 

140 

90 

88 

G.l.P. 

7-71 

112 

90 

101 

104 

230 

114 

137 

N.VV. 

52-40 

73 

19 

47 

3,363 

96 

60 

55 

N.S. 









Total 

130-27 

101 

74 

74 

11,237 

139 

82 

85 

Metre gauge : 

A B. 

2-41 

245 

135 

144 

184 

353 

165 

187 

B.&N.W. 

2-09 

165 

129 

168 

229 

188 

141 

183 

B.B.&C.I. 

14 

93 

121 

200 

10 

110 

120 

180 

!\I.&S.M. 

1-20 

143 

105 

161 

58 

152 

67 

157 

R.&K. 

48 

104 

110 

135 

48 

100 

110 

142 

S.T. 

91 

105 

34 

43 

15 

87 

33 

40 

Burma 









E.B. 

3-50 

127 

73 

69 

274 

277 

164 

167 

.Joclhj)ur 

1-02 

72 

67 

104 

92 

107 

104 

200 

N.S. 









Total 

12-9’8 

149 

98 

118 

909 

231 

140 

17i 

All Railways 

145-29 

107 

75 

78 

12,258 

146 

87 

93 


Railways 

1924-5 

Passenger miles 
% relation to 1924-5 

1924-5 

Average lead 
% relation to 1924-6 

Actuals 

1929-.30 

1933-4 

1936-7 

Actuals 

1929-30 

1933-4 

1936-7 

Broad gauge : 

B.N. 

Millions 

43-54 

166 

138 

136 

Milos 

44 

80 

89 

89 

B.B.&C.T. 

1-52 

687 

830 

1230 

169 

131 

121 

169 

M.&S.M. 

16-89 

169 

104 

110 

71 

93 

114 

82 

S.I. 









E.B. 

42-34 

171 

97 

107 

i7 

106 

1.53 

129 

E.T.* 

179-17 

144 

139 

101 

44 

102 

111 

114 

G.T.P. 

21-06 

139 

100 

119 

202 

60 

88 

87 

N.W. 

207-15 

90 

52 

51 

62 

94 

85 

94 

N.S. 









Total 

511-66 

128 

86 

89 

46 

92 

104 

104 

Metre gauge : 

A.B. 

10-32 

247 

127 

141 

56 

70 

79 

75 

B.&N.W. 

11-61 

206 

164 

214 

51 

110 

116 

116 

B.B.&C.I. 

0-51 

102 

143 

221 

50 

94 

120 

128 

M.&S.M. 

4-60 

143 

88 

147 

80 

94 

129 

94 

R.&K. 

2 05 

95 

108 

143 

43 

93 

98 

102 

S.T. 

2-32 

104 

34 

42 

157 

122 

108 

109 

Burma 









E.B. 

13-02 

167 

9.3 

108 

47 

62 

67 

70 

Jodhpur 

5-43 

82 

78 

120 

69 

78 

73 

61 

N.S. 









Total 

49-86 

175 

100 

144 

55 

76 

80 

84 

All Railways 

666-03 

132 

89 

93 

46 

91 

102 

102 


* Inclucles the figures of the O.&R. for 1924-.5. 
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(4) Third class 


Earnings Number of passengers 


Railways 

1924-6 

% relation to 1924 

-5 

1924-5 

% relation to 1924 

-5 

Broad gauge : 

Actuals 

Rs. 

Crores 

1929-30 

1933-4 1936-7, 

Actuals 

Millions 

1929-30 

1933-4 1936-7 

B.N.‘ 

1*73 

99 

68 

67 

19*08 

112 

77 

77 

B.B.&C.I. 

2*02 

93 

87 

88 

68*61 

100 

94 

100 

M.&S.M. 

1-28 

120 

95 

86 

22 -.35 

128 

84 

76 

S.T. 

0-47 

123 

115 

111 

8*65 

149 

147 

148 

E.B. 

111 

115 

86 

91 

28*60 

118 

86 

98 

E.I.* 

5-48 

93 

76 

77 

7*84 

93 

76 

76 

(hl.P. 

3-86 

66 

74 

72 

54*60 

111 

90 

95 

N.W. 

5-24 

98 

77 

80 

72*86 

110 

79 

87 

N.S. 

0*23 

130 

122 

122 

4*69 

111 

75 

66 

Total 

Metre gauge : 

21*42 

98 

79 

79 

340*27 

108 

85 

89 

A.B. 

0*G1 

130 

82 

92 

9*63 

143 

103 

120 

B.&N.W. 

1*53 

113 

77 

86 

32*40 

121 

86 

95 

B.B.&C.I. 

2*18 

90 

75 

72 

33*03 

92 

68 

67 

M.&S.M. 

1*10 

96 

74 

68 

18*25 

107 

73 

74 

R.&K. 

0*24 

92 

92 

92 

6*36 

95 

102 

103 

S.I. 

1*87 

117 

94 

77 

38*20 

136 

120 

107 

Burma 

1*40 

91 

56 

63 

35*03 

93 

57 

57 

E.B. 

0*88 

111 

63 

73 

12*59 

121 

71 

92 

Jodhpur 

0*35 

91 

86 

109 

3*04 

118 

106 

150 

N.S. 

0*30 

110 

83 

87 

6*27 

106 

74 

71 

Total 

10*46 

104 

76 

76 

194*81 

112 

SI- 

85 

All Railways 

32*47 

100 

78 

78 

545*58 

109 

SI 

87 


Passenger miles Average load 


Railways 

1924-5 

% relation to 1924 

-5 

1924-5 

% relation to 

1924-5 

Broad gauge : 

Actuals 

Millions 

1929-30 

1933-4 1936-7 

Actuals 

Milos 

1929-30 

1933-4 

1936-7 

B.N. 

933 

105 

74 

74 

49 

91 

96 

96 

B.B.&C.I. 

1,245 

97 

87 

89 

21 

100 

95 

90 

M.&S.M. 

708 

126 

88 

90 

32 

97 

103 

116 

S.I. 

223 

148 

131 

151 

26 

100 

88 

88 

E.B. 

641 

121 

88 

101 

22 

105 

105 

105 

E.I.* 

2,286 

125 

97 

99 

43 

135 

128 

130 

G.I.P. 

1,953 

107 

80 

90 

36 

94 

89 

94 

N.W. 

2,902 

125 

89 

96 

40 

113 

113 

no 

N.S. 

142 

130 

111 

122 

30 

117 

150 

167 

Total 

11,794 

118 

89 

94 

38 

100 

95 

97 

Metre gauge : 

A.B. 

318 

124 

81 

105 

33 

88 

79 

88 

B.&N.W. 

1,181 

121 

81 

91 

38 

97 

92 

92 

B.B.&(\I. 

1,299 

91 

73 

70 

39 

100 

108 

105 

M.&S.M. 

602 

102 

70 

81 

33 

97 

94 

109 

R.&K. 

169 

92 

97 

99 

27 

96 

93 

93 

S.I. 

923 

139 

108 

104 

24 

104 

92 

88 

Burma 

687 

106 

64 

69 

20 

115 

no 

120 

E.B. 

481 

124 

68 

85 

38 

103 

95 

92 

Jodhpur 

163 

93 

94 

118 

54 

78 

89 

78 

N.S. 

194 

no 

83 

93 

31 

103 

113 

116 

Total 

6,017 

112 

81 

86 

31 

100 

97 

100 

All Railways 

18,071 

no 

86 

91 

33 

106 

103 

106 


* Includes the figures of the O.&R. for 1924*5. 
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(5) Average fare per mile per passenger on broad and metre gauge railways 


First class Second class 


Railways 

1924-5 

1929-30 

1933-4 

1936-7 

1921-5 

1929-30 

1933-4 

1930-7 

Broad gauge : 

Pies 

Pies 

Pies 

Pies 

Pies 

Pies 

Pies 

Pies 

B.N. 

21-0 

18-5 

18*0 

17-7 

9-97 

9-42 

8*91 

8-90 

B.B.&C.T. 

16*2 

15-6 

17-4 

17-6 

7*06 

6-32 

7-82 

8-41 

M.&S.M. 

24*6 

18*7 

21*5 

21*2 

11 00 

9-30 

9-71 

7*81 

S.I. 

26-8 

21-8 

20-2 

20-9 

12-90 

10-30 

9-97 

10-10 

E.B. 

20-6 

16*6 

16*8 

16-4 

10-30 

9-73 

9-90 

9-09 

E.I.* 

21-7 

13-4 

161 

15-8 

9-92 

6-59 

7-41 

7-49 

G.I.P. 

22-8 

16*6 

18-9 

19-3 

9-57 

7-32 

9-14 

9-36 

N.W. 

18-9 

12-4 

16T 

16- 1 

9-90 

6-32 

8-20 

8-19 

N.S. 

15-7 

15-6 

19*9 

19*6 

7-05 

8-04 

9-60 

9-59 

Total 

20-8 

15-3 

17-7 

17-6 

9-38 

7*19 

8-47 

8*41 


Metre gauge ; 


A.B. 

27-4 

27-5 

28-5 

18-5 

12-50 

13-20 

13-60 

12-50 

B.&N.W. 

17-6 

13-7 

12-4 

11 8 

8-45 

8-01 

6-74 

6-67 

B.B.&C.r. 

22-8 

18-7 

18-6 

19-9 

12-00 

9-23 

9-87 

10-30 

M.&S.M. 

25-2 

18*6 

21-0 

20-9 

11-60 

9-72 

10-30 

5-22 

R.&K. 

25-5 

23-1 

21-4 

21-0 

11-60 

10-20 

9-96 

9-50 

S.T. 

31-2 

22-2 

20-4 

23-0 

12-20 

9-19 

8-91 

10-10 

Burma 

23-0 

16-5 

19-2 

20-7 

10-60 

7-74 

8-56 

. 9-31 

E.B. 

23-6 

16-7 

16-7 

16-1 

11-60 

9-72 

9-78 

9-57 

Jodlipur 

26-3 

22-4 

22-7 

22-5 

13-70 

11*40 

11-10 

11-00 

N.S. 

16-6 

15-() 

16-0 

16-2 

8*18 

7-75 

7*78 

7-42 

Total 

24-4 

19-5 

19-5 

19-2 

11*20 

9-23 

9-46 

7-96 

All Railways 

21-8 

16-1 

18-0 

17*9 

9-93 

7-04 

8-71 

8-32 


Inter class Third class 


Railways 

1924-5 

1929-30 

1933-4 

1936-7 

1924-5 

1929-30 

1933-4 

1930-7 

Broad gauge : 

Pies 

Pies 

Pies 

Pies 

Pies 

Pies 

Pies 

Pies 

B.N. 

4-97 

4-24 

3-85 

3*92 

3*55 

3-36 

3-28 

3-24 

B.B.&C.I. 

7-34 

5-24 

5-16 

4*56 

3-31 

2-96 

3-14 

3-07 

M.&S.M. 

4-99 

4-9() 

5-83 

5-47 

3-48 

3-31 

3*74 

3-31 

S.I. 





4-08 

3-37 

3-42 

3-28 

E.B. 

4-50 

3-91 

4-05 

3-37 

3-35 

3-17 

3-21 

3-01 

E.I.* 

4-71 

3-49 

3-58 

3-63 

3-45 

2-58 

2-70 

2-67 

G.I.P. 

7-09 

5-73 

6-35 

6-01 

3-80 

3-28 

3-54 

3-05 

N.W. 

4-86 

3-96 

4-53 

4^1 

3-46 

2-73 

3-01 

2-89 

N.S. 



6-08 

6-21 

3-11 

3-09 

3-36 

3-39 

Total 

5-00 

3-95 

4*17 

4-10 

3*51 

2-92 

3-11 

2-93 


Metre gauge : 


A.B. 

4-54 

4-48 

4-80 

4.59 

3*70 

3-82 

3-73 

3-23 

B.&N.W. 

4-46 

3-47 

3-39 

3-3,‘> 

2-49 

2-29 

2-23 

2-27 

B.B.&C.T. 

5 -.30 

4-67 

4-49 

4-80 

3-22 

3*22 

3-33 

3-32 

M.&S.M. 

5-00 

4-98 

5*97 

5-48 

3-49 

3-31 

3-73 

2-99 

R.&K. 

4-48 

4-90 

4-51 

4-26 

2-74 

2-72 

2-51 

2-48 

S.I. 

7-53 

7-66 

7-54 

7-70 

3-88 

3-22 

3-36 

3-19 

Burma 





3-92 

3-33 

3-41 

3-57 

E.B. 

5-i6 

3-90 

4-oi 

3-27 

3-49 

3-11 

3-19 

2-96 

Jodhpur 

5*75 

5-04 

4-95 

4-98 

4-10 

4*06 

3-75 

3-77 

N.S. 





2-98 

2-94 

2-98 

2-94 

Total 

6-00 

4-27 

4-32 

4-11 

3-34 

3-09 

3-17 

2-97 

All Railways 

4-92 

4-00 

4-20 

4 11 

3-45 

2-99 

3-13 

2-95 


* Tnoludos tho figures of tlio O.&fl. for 1921-5, 
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IV. STAFF STATISTICS 


(1) Number of non-gazetted employees, 1929-37 


Railways : 

1929-30 

1932-3 

1930-1 

1931-2 

1933-4 

1934-5 

1935-6 

1936-7 

Burma 

28,381 

27,132 

25,300 

24,616 

24,491 

23,475 

23,651 

23,142 

E.B. 

57,628 

539,394 

50,046 

46,896 

48,597 

51,246 

49,509 

52,286 

E.T. 

153,309 

144,609 

130,198 

124,073 

121,377 

122,883 

124,859 

124,710 

G.I.P. 

112,760 

96,173 

89,205 

86,270 

83,436 

80,983 

83,328 

81,842 

N.W. 

125,135 

120,172 

108,943 

107,952 

102,276 

103,611 

104,948 

100,395 

A.B. 

17,348 

17,018 

16,137 

15,524 

16,342 

16,250 

16,603 

17,027 

B.N. 

73,192 

72,206 

71,125 

64,288 

64,681 

64,103 

65,373 

66,253 

B.&N.W. 

27,938 

27 757 

26,604 

26,385 

26,725 

27,345 

27,260 

27,150 

B.B.&C.I. 

75,754 

72,361 

67,242 

66,807 

64,051 

64,029 

64,743 

63,473 

M.&S.M. 

55,786 

55,079 

53,354 

51,101 

49,728 

49,824 

49,626 

50,147 

R.&K. 

6,144 

6,130 

5,754 

5,367 

5,447 

5,545 

6,572 

6,534 

S.I. 

39,455 

39,586 

38,113 

30,897 

35,877 

36,492 

36,814 

36,629 




(2) Cost of staff, 1929-37 

{In crores of rupees) 




Railways : 

Burma 

1-47 

1-38 

1*30 

1*23 

P22 

1-24 

1*21 

1-17 

E.B. 

2-50 

2-46 

2-37 

2*21 

2*17 

2-22 

2-35 

2*36 

E.I. 

6-49 

6-30 

5 '.50 

5*25 

5*73 

5-90 

6-07 

6-09 

G.I.P. 

6-61 

5-34 

4*73 

4*45 

4-37 

4-38 

4-39 

4-42 

N.W. 

6-38 

6-31 

6-87 

5-50 

5-58 

5-60 

5-73 

6-70 

A.B. 

0-65 

0*64 

0*61 

0’63 

0-64 

0*65 

0*67 

0*67 

B.N. 

3-08 

303 

2-99 

2-84 

2’80 

2-83 

2-98 

317 

B.&N.W. 

0-67 

0-67 

0-68 

0*67 

0'69 

0*71 

0*72 

0*73 

B.B.&C.I. 

4*28 

4-38 

4-00 

3-72 

3*78 

3-78 

3-90 

3*86 

M.&S.M. 

2-27 

2*41 

2-30 

2*16 

2-27 

2*28 

2-36 

2-34 

R.&K. 

0*15 

0*15 

0-16 

015 

0*15 

0*15 

0-16 

0*15 

S.I. 

1-76 

1-80 

1-70 

1-66 

P05 

1*66 

1-06 

1-64 



Bibliography 


I. Government reports and publications : — 

Govermnent of India's Despatch on Constitutional Reforms ^ 1930. 
Government of India Acty 1919. 

Government of India Act^ 1935. 

Indian Financial Enquiry Report by Sir Otto Niemeyer, 1936. 
Introduction to Government Accoiints and Audit, 1930. 

Railway Account Code, Volume T, 1st edition, 1932. 

Report of the Indian Industries Commission, 1918. 

Report of the Financial Relations Committee, 1920. 

Report and Minutes of Evidence of the East India Railway Committee, 
1920-1. 

Report of the Railway Finance Committee, 1921. 

Report of the Indian Fiscal Commission, 1922. 

Report of the Railway Accounts Committee, 1921. 

Report e)f the Depreciation Fund Committee, 1922-3. 

Report of the Railway Risk Note Committee, 1922. 

Report of the State Railways Workshops (Committee, 1926. 

Report hy Sir A. Lowes Dickinson, on the System of Accounting, Audit 
and Statistics of the Railways owned and numaged hy the Government 
of India, 1926-7, Vols. T-ITT. 

Report of the Royal Commission on Labour in India, 1931 ; and the Memo- 
randum of the Railway Board submitted to the Commission. 

Report of the Railway Retrenchment Sub-Committee of the Retrenchment 
• Advisory Committee, 1931. 

Report of the Court of Enquiry constituted under the Trades Disputes Act, 
1929, to investigate certain Tuatters connected with staff retrench- 
ments on Indian railways, 1932. 

Report of the Committee appoiuted to suggest methods by which Efficiency 
can be improved and Economy effected on [yidian Railways, 1933. 
Second Report of the Committee appointed to suggest methods by which Effi- 
ciency can be improved and Economy effected including a section on methods 
of increasing earnings on Indian railways, 1934. 

Report of the Indian Railway Enquiry Committee, 1937. 

Round Table Conference— Proceedings of the Federal Structure Com- 
mittee, 1930. 

State Railway Codes, General and Establishment. 

II. Official Publications — Periodical : — 

Appropriation Accounts of Railways, Annual. 

Audit and Appropriation Report of the Accountant-General, Railways. 
Budget of the Government of India, 1920-5. 

Classification of Goods, Goods Tariff, I.R.C.A. 

Coaching Tariff, I.R.C.A. 

Council of State Debates. 

History of Railways, quinquennial, 1928, 1933 and 1938. 

Legislative Assembly Debates. 

Proceedings of the Central Advisory Council for Railways. 

Proceedings of the Standing Finance Committee, Railways. 

Railway Budgets, 1925-6 to 1938-9. 



484 


BIBLIOGRAPHY 


Reports by the Raihvay Board on the Administration of the Indian RailwaySy 

Vols. I & II. 

Reports of the Director of Railway Audit on Appropriation Accounts. 
Reports of the Public Accounts Committee of the Central Legislature^ Vols. 
I & II. 

Reports of the Railway Rates Advisory Committee. 

Review of the Appropriation AccoimtSj by the Financial Commissioner, 
Railways, 1930-1 to 1934-5 ; and by the Chief Commissioner, Railways, 
1935-7. 

III. Foreign Railways : — 

Annual Report of the State Railways of Japari^ 1936. 

Federal Coordinator of Transportation ; Regulation of Railroads, First 
Report to the President and the Congress, Senate Doc. No. 119, 73rd 
Congress, 2nd Session, 20 January 1934 ; Regulation of Transportatiofi 
Agencies, Second Report, Senate Doc. 152, 73rd Congress, 2nd session, 
10 March 1934 ; Passenger Traffic Report, 21 January 1935. 

Foreign Commerce Yearbook, 1938, LI. S. Department of Commerce, 
Washington. 

Interstate Commerce Commission : No. 14700, Depreciation Charges of 
Telephone Companies ; No. 15100, Depreciation Charges of Steam 
Railroad Companies, decided on 2 November 1926 ; 28 July 1931 ; 
orders passed on 2 July 1934. 

Ministry of Transport Returns of the Capital, Traffiic, Receipts and Working 
Expenditure etc., of the Railway Companies of Creat Britain. 

Report of the General Manager of Railways and Harbours, Union of South 
Africa, 1935. 

Report of the Railway and Harbour Affairs Commission, 1934, Union of 
South Africa. * 

South Africa Transport Conference, Johannesburg, 1936, 

Statistical Yearbook of the League of Nations. 

Statistics of Railways in the United States, 1937. 

Statistics of Steam Railways of Canada. 

Summary of Australian Statistics of Transport and Communications for 

1927-37. 

IV. Books and pamphlets : — 

Acwortii, Sir William and Stkfhenson, W. T., Elements of Railway 
Economics, new edition, London, 1924. 

Aoworth, W. M., Government Ownership of Railways in Foreign CourUries, 
presented to tlie Joint Committee of Congress on Interstate Commerce, 
Washington, 1917. 

Acwortii, W. M., State Railway Ownership, London, 1920. 

Antia, F. P., Inland Transport Costs, Bombay, 1932. 

Beckett, A. W., Indian Railway Rates Structure, Manager of Publica- 
tions, Delhi, 1935. 

Boag, George L., Manual of Railway Statistics, London, 1912. 

Bxjddbn, Major F. H., Railway Statistics and the Operating Officer, 1925 ; 
Operating Statistics and the Divisional Officer, 1926, Central Publication 
Branch, Delhi. 

Cleveland, Frederick A., and Powell, Fred Wilbur, Railroad Finance, 
Now York, 1920. 

Cunningham, W. J., American Railroads : Government Control and Re- 
construction Policies, Chicago, 1922. 



BIBLIOGRAPHY 


485 


Dickinsoit, a. L., Accounting Practice and ProcedurCy New York, 1918. 

Dimcock, Marshall E., British Utilities and National Development, 
London, 1933. 

‘Economy’, Railway Problems, Servants of India Society Pamphlets 
No. XI, Poona, 1924. 

Eenelon, K. G., Railway Economics, London, 1932. 

Ghosh, S. G., Monograph on Indian Railway Rates, Delhi, 1918. 

Ghosh, S. G., Indian Railway Economics, Part I, 2nd edition, Galcutta, 
1927; Part II and III, Calcutta, 1923. 

Ghosh, S. C., Indian Railway Problems, 1924, Gwalior. 

Iyer, K. V., Indian Railways, 2»d edition, 1925. 

Jackman, W. T., Economic Principles of Tramportatio7i, Toronto, 1935. 

Kirkaldy, Adam W., and Evans, Alihied Dudley, The History and 
Economics of Transjwrt, 3rd edition, 1924. 

Kirkus, a. E., Railway Statistics, Their Compilation and Use, London, 
1927. 

Lamb, David R., Moderyi Railway Operation, London, 1927. 

Lockltn, D. Philip, Economics of Transportation, 2nd edition, Chicago, 
1938. 

Mehta, N. B., Indian Railways : Rates and Regulations, London, 1927. 

Morrison, Rt. Hon. Herbert, Socialisation and Transport, London, 
1933. 

Moulton, Harold G., and Associates of the Brookings Institution, 
American Transportation Problem, Washington, 1933. 

Norval, a. J., The Tourist Industry, London, 1936. 

Outhwaite, H. a., Lectures on Railway Statistics, Gahnitta, 1928. 

Parmelee, Dr. Julius H., The Modern Railway, New York, 1940. 

Railway Accounting Procedure EdiLnl by E. R. Woodson, Railway Ac- 
counting Officers’ Association, Washington, 1928. 

Ripley, W. Z., Railroads : Rates amd Regulation and Finance aiid Reorgani- 
zation, New York, 1927. 

Sanyal, -N., Indian Railways, Galcutta, lt)30. 

Sherrington, C.‘E. R., Economics of Rail Transport in Great Britain, 
Vol. 1, London, 1928, VoL II, 2iid edition, London, 1937. 

Srinivasan, Kalyan G., Law and Theory of Railway Freight Rates in 
India, Madras, 1928. 

Wermuth, Ghas. E., Railway Accounts and Statistics, New York, 1924. 

WagstalF, Major H. W., Memorandum on the managernent and operation 
of Indian railways in recent years, 1933, Simla. 

WoHL, Dr. Paul, and Albitreccia, Prof. A., Road and Rail in Forty 
Countries, London, 1935. 

Wood, W. Y., and Stamp, Sir Josiah, Railways, London, 1928. 

V. Journals and periodicals : — 

Capital, Calcutta. 

Economic Journal, London. 

Indian and Eastern Railways, 1927-33. 

Indian Finance, Calcutta. 

Journal of the Institute of Transport, London. 

Modern Transport, London. 

Proceedings of the Academy of Political Science, Vol. XIII, No. 3. 

Railway Accounts and Finance, Calcutta. 

Railway Age, New York. 

Railway Gazette, London, 




INDEX 


Accounting (see also Depreciation account- 
ing), cliangos in, on State-owned rail- 
ways, 113, “270, 270n 

Accounting classification of railway ex- 
penditure, 270 

Accounts, railway, abstracts, 270 ; minor 
heads, 270 ; and audit, 282 ; Acworth 
Committeo on system of, 282 ; separa- 
tion of, from audit, 282 ; separation 
first introduced on E.T., 282 ; advan- 
tages of separation, 283 ; separation 
adopted as permanent policy, 283 ; 
separation on Burma Kailways, 283 ; 
on N.W., 283 ; on G.T.P., 283 ; on K.B., 
283 ; Dickinson on separation, 283 ; 
increased cost under separation, 284 ; 
increased cost criticised by the Ko- 
trenchment- Sub -Committeo, 284; in- 
crease in direct costs, 285 ; cost on 
state-managed and company-managed 
railways, 285 ; Wedgwood Ooimnittoo 
on cost of, 280 

Acworth Railway Committeo (see also 
Indian Railway Committee), 5n, 22, 
25, 36, 41, 43, 94, 96, 228-9, 228n, 230, 
416, 421, 422, 428, 433, 439, 452, 452n, 
456 ; terms of reforonco, 13 ; members 
of, 14n ; management and control by 
English companies opposed, 14 ; direct 
operation by State recommended by 
'majority, 15 ; criticised by other mem- 
bers, 16 ; on failure of Government 
to provide sufficient funds, 18 ; on 
fluctuations in allotments of funds, 
18 ; on ‘lapses,’ 19 ; appropriation of 
surplus by Government criticised, 19 ; 
Member for Communications recom- 
inendod, 20 ; views of, on administra- 
tive cdiangos, 27 ; appointment of Chief 
Commissioner, 27 ; appointment of 
Financial Commissioner, 27 ; territorial 
distribution of work, 27 ; independent 
railway budget, 28 ; on what railways 
should pay Government, 28 ; on 
inadequacy of statistics, 199 ; on fixing 
rates and fares, 227 

Acworth, Sir William, 13, 14n, 15, 244, 
433, 442 

Ahmadpur-Katwa, 72n 

All-Tndia Railwaymen’s Federation, 382 

Alor Branch, 92 

Amalgamations, railway (see Railway 
regrouping) 

American Express Company, 192 
Anderson, Sir Arthur, 14n, 15n 
Arakan (Railway), 72n 
Assam Bengal Railway, 3, 37, 70, 107, 
109, 110, 111, 112, 125, 126, 127, 128, 
129, 130, 131, 132, 383, 421 ; incroaso 
in milage, 70 ; operating ratio, 107, 
109; trend of net earnings, 110; 
net gain or loss to State, li2 ; first 


class faros, 153 ; second class fares, 
162 ; ordinary repairs and maintenance 
expenditure, 290, 292, 293, 291, 297, 
298 ; expenditure on operation, 300, 
302, 303, 304 ; leave rules, 379 ; accpii- 
sition of, 419 

Assam Bengal Railways and Trading 
Company, 3 

Audit, increase in cost of, 286 
Bankura-Damodar River (Railway), 72n 
Barsi Eight Railway, 3 
Bassein bridge, rebuilding of, 55 
Beckett, A. W., quoted, 236n 
Bengal & North Western Railway, 3, 37, 
38, 57, 70, 107, 107n, 109, 111, 113; 
increase in milage, 70 ; operating ratio 
107, 109 ; trend of not earnings, 109, 
111 ; ordinary repairs and maintenance 
expenditure, 290, 292 ; jirivate opera- 
tion of, 310 ; aciiuisition of, 419 
Bengal Assam, 452 
Bengal Dooars Railway, 3 
Bewjal Naqpur Cotton Mills, Ltd. V. The 
N.W., 0.1. P. and B.N .Railways, 240 
Bengal Nagpur Railway, 3, 15, 37, 55n, 56, 
70, 86, 107, 111, 112, 125, 127, 128, 129, 
130, 131, 135, 421, 435 ; doubling, 65n ; 
r(»laying, 55u ; Roopnarain bridge, 56 ; 
increase in milage, 70 ; operating ratio 
107 ; trend of not earnings, 111 ; not 
gain or loss to State, 111; now 
industries, 2()() ; ordinary repairs and 
maintenance (jxpondituro, 290, 292, 293, 
298 ; cost of operation, 304 ; leave 
ruhvs, 379 ; operating efficiency, 405 ; 
acquisition of, 419 
Bengal Provincial Railway, 3 
Bernardiston, Lt. Col. E., 17n 
Board of 4’ransport Commissioners, 444 
Bombay Baroda & Central India Railway, 
3, 37, 55n, 56, 57, 58, 59, 70, 107, 109, 
111, 112, 124, 125, 126, 127, 128, 129, 
130, 131, 134, 135, 383 ; doubling, 55n ; 
relaying, 55n ; rebuilding of bridges, 
Ajmer, Rutlam and Sabarmati, 56 ; 
station remodelling, 57 ; worksliops, 
58 ; suburban services, 59 ; increase 
in milage, 70 ; trend of net earnings, 
109, ill ; not gain or loss to State, 
111 ; operating ratio, 107 ; first class 
passengers, 147 ; lirst class passenger 
milage, 148 ; first class journeys, 149n; 
first class faros, 153 ; second class faros, 
161 ; cotton mills on, 265 ; ordinary 
repairs and maint(3nanc;e expenditure, 
292, 293, 297 ; expenditure on operation, 
300, 304 ; private ojioration, 310 ; 
Hours of Employment Regulations, 378 ; 
leave rules, 379 ; acquisition of, 419 ; 
locomotive building by, 434 
British railways, cheap fare facilities on, 
189 ; passenger faros on, 188 
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Broach block rates, 427 
Buckingham Canal, 228, 228n 
Burdwan-Katwa (Railway), 72n 
Burma Railways, 3, 5, 37, 52n, 55n, 56, 
70,91,92, 108, no, 111, 127, 128, 129, 
132, 242, 421 ; interest of shareholders 
in surplus profits, 5 ; doubling, 55n ; 
strengthening of bridges, 56 ; Sagaing 
bridge, 56 ; inc‘r(’'aso in milage, 70 ; 
opeiating ratio, 108 ; trc'nd of net 
earnings, 110; second class faros, 162; 
separation of accounts, 283 ; ordinary 
repairs and maintenance expenditure, 
293, 298 ; expenditure on ojioration, 
300, 302, 304 ; acquisition of, 419 
Burt, Sir Henry P., 14n, lOn 
Calcutta Chord Railway, 73, 85 ; cons- 
truction, 85 ; linaiicial justification, 86, 
proposal for, 86 ; estimated traffic, 86 ; 
final costs of construction, 88 
Capital expenditure (see also Railway 
finance). Chapter IT, 35 ff ; after 1924, 
60 ff ; policy re provision of funds, 19 ; 
provision of larger capital funds for, 23 ; 
Hailey Committee on rehabilitation, 23 ; 
Hailey Committee’s proposals accepted 
by the Legislature, 24 ; criticism of, 
by Inchcape Committee, 26 ; impor- 
tance of, 38 ; on State-owned railways 
after 1024, 40 ; factors contributing 
to post-war, 41 ; program revenue ex- 
penditure, 41 , -^0 ; Hailey Committee’s 
estimate of expenditure, 43 ; quin- 
quennial program, 44 ; effect of under- 
spending, 45 ; confusion of ideas re 
program revenue expenditure, 46 ; rela- 
tion of, to revenue, 40, 51 ; under- 
spending due to lack of organization, 
47 ; financial justification of new pro- 
jects, 71 ; views of Retrenchment Sub- 
Committee, 71 ; effects of excesses over 
estimates, 72; principal causes of 
excesses, 74 ; financial miscalculations 
in new construction, 74 ; ‘over-allot- 
ment’ system, effects of, 76 ; efforts to 
increase spending, 77 ; defective control, 
79 ; ‘abstract’ estimates, 79 ; absence 
of detailed estimates, 80n ; lines cons- 
tructed on insufficient guarantee, 88 ; 
financial effect of, on open fine works, 
criticism, 89 ; productivity of, 92 ; 
Wedgwood Committee on olfects 
of, 92 

Open lines, 50 ; outlay on, 50 ; classes of 
works of, 54 ; financial effect of ex- 
penditure unde r, 89 ; criticism of 
Retrenchment Sub-Committee, 89 ; 
reasons for exia^sses ov<'r estimated 
expenditure on, 90 ; case of automata* 
couplers, 91 ; Kadu Lake drainage 
canal, 91 

Open lino works, stationary equipment, 
52 ; expenditure on, 53 ; classes of 
works, 54 ; doubling, quadrupling, 54 ; 
improvement of rails and sleepers and 
strengthening of bridges, 55 ; additional 
tracks, 66n ; relaying, 55n ; remodel- 
ling of station yards and traffic faci- 
lities, 56 ; workshops, stores and station 


buildings, 58 ; electrification of suburban 

services, 59 ; other works, 60 

Open line works, mobile equipment, 

62 ; progress of expenditure on, 62 ; 
rolling-stock : increase of locomotive 
power, seating capacity of carriages and 
capacity of wagons, 63 
Now construction, cost of, 65 ; 

trend of expenditure on, 65 ; policy of 
Railway Board re, 65, 67 ; re extensions, 
66 ; new milage opened, 66 ; progress 
of extensions, 68 ; additional milage 
on state-managed and company- 
managed railways, 69 ; criticism of 
Rotronchment Sub-Committee, 71 ; 

financial record of, excesses over esti- 
mates, 72 ; disappointing results in 
the past, 72n ; construction of linos 
imdor guarantee terms, 88 
Carr, A. C., 17n 

Cawnpore station remodelling, 57 

Central Advisory Council, 30, 413, 420 ; 

work of, 414 

Central Legislature, increased pov/ors of, 
over Railway Department, 12 ; proposals 
for separation of finance in, 30 ; Railway 
Budget in, 412 ; committees of, 413 
Claims for compensation for loss and 
damage, 409 

Classification of goods (see Railway rates) 
Class I railways, milage of, broad, metre 
and narrow, 37, 37n 
Coal Committee, 254 
Cocke, H. G., 91n 
Cole, G. D. H., 412, 442n 
Company -managed railways, private 
milage operated by, 2 ; share of capital 
of, 4 ; appropriation of goodwill of, 
by ISecretary of State, 4, 5n ; true 
status of, 4 ; position of shareholders, 5 ; 
position of didienture-holders, 5n ; 
linancing of railways by, 6 ; advantages 
of London Boards of, quostionod, 14 ; 
now construction on, 70 ; gross traffic 
receipts on, for pre-depression and 
depression periods, 124 ; operating ex- 
penditure, 125 ; operating ratios, 127 ; 
not receipts, 128 ; rot urn on capital, 
128 ; gain or loss, 130 ; surplus or 
deficit, 131 ; compared with state - 
managed linos, 132 ; cost of general 
administration on, 275, 277 ; com- 

parative increase of cost of general 
administration, 277 ; ordinarj^ repairs 
and inaintonanco expenditure on, 290, 
299 ; profit -earning motive of, weaken- 
ed, 312; depreciation accoimting for, 
322 ; o])crating efficieiuiy on, 405 ; 
progress of Indianization on, 422 ; 
stores purchases, 425 ; Railway Board’s 
control of, 436 

Contribution (see Railway finance), rail- 
way, to the State, provision regarding, 
in convention, 32 ; during 1924-30, 
117; stopped, 122: Acworth Commi- 
tee on, 446 ; justification for, 457 
rate of, 458 

Convention, railway, (see also Railway 
finance) ; adopted, 31 ; importance and 
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implications, 34 ; stabilised contribu- 
tions, 105 ; failure of railways to come 
up to standards of paying, 135 
Council, Tinporial Legislative, 12 
Council of State, 31 
Crawford, C. A., 2()5n 

Cunninghain, Professor, William J., 31)(), 
397n 

Darjeeling Himalayan Hallways, 3 
Dasgliara Jamal purganj, 72n 
Dehri Rohtas Light Railway, 3 
Delhi-Ambala-Kalka Railway, 52n 
Departmental system on Intlian railways, 
279 

Depreciation, no provision for, or repla(!e- 
mont reserve at the end of last war, 
19 ; provision in the convention, 32 ; 
importance of adequate provision for, 
314 ; prior existence of renewal funds, 
314 ; renewal funds on B.&N.W. 
and K.&K., 315 ; Acworth Committee 
on lack of provision for, 315; Hailey 
Committee on provision for, 315 ; 
Inchcape ComrniHoo’s views on, 315 ; 
fund cstabllshod, 317 ; no provision 
for arrear, 320 ; Depreciation Fund 
Committee’s ostiinato of arrear, 320 ; 
Inchcapo CJommittee on arrear, 320 ; 
effects of new accounting system for, 
320 ; cost of replacement and, 321 ; 
Secretary of State’s dispa ti’h on basis 
of charging for roplacements, 321 ; 
accounting procedure on company- 
managed railways for, 322 ; alloca- 
tion of charges under capital and 
revenue on company-managfHl railways, 
322 ; Acworth committee’s views on 
allocation, 324 ; replacement formulae 
to measure value of improvement, 324n; 
Dickinson’s inquiry, 329 ; Dickinson on 
im23ortance of, 330 ; on the principles 
to be adopted, 330, on obsolescence, 
331 ; on provision for bettermonts, 331, 
33H ; Rotronchment Sub-Committee on, 
331 ; I’osts and holograph Accounts 
Committee on, 332 ; overcapitalization 
under ruk's, 332; extent of overcapital- 
ization, 341 ; assumed life for, too low, 
335 ; assumed life on L.N.E.R. and 
^outh African Railways, 330 ; provi- 
sion for, 338 ; Dickinson on ade- 
quacy of provision, 338 ; bcttornumts 
on British railways, on Mouth Afri<-an 
Railw.ays, 339 ; new minor works, 339 ; 
cost of minor improvements and addi- 
tions, 339 ; provision for obsolescence, 
339 ; Ripley on the effect of obsoles- 
cence, 339 ; amortization provision, 340 ; 
I’ublio Accounts Committee on amorti- 
zation, 340, Ripley on amortization, 340; 
premia on purchase of railways, 341 ; 
goodwill in railway capital, 341, 342 ; 
interest during construction, 342 ; loss 
in working, 342 ; intangible assets, 342 ; 
accounts unsatisfactory, 343 ; errors 
in registers, 343 ; present system, 
345 ; siinplitication of procedure. 345 ; 
objections to percentage basis 31(); 
vasting ami non-wasting assits not 


differentiated, 347 ; other changes pro- 
posed, 348 ; practice on American rail- 
ways, 350, 35 In ; Interstate Commerce 
Commission’s views, 350 ; system on 
South African Railways, 351 ; im- 
portance of, 355 

Depreciation accounting, allocation, bet- 
ween capital and revenue, 336 ; Dickin- 
son’s criticisms, 336 ; effect of higher 
prices, 337 ; higher charge to capital, 
337 ; Financial (’ommissioner’s pro- 
posal, 337 ; reversion to earlier pro- 
ceduriy 349 

Depreciation fund, 51, 52 ; effect on 

railway expenditure, 113 ; not applied 
to company-managed railways, 114 ; 
withdrawals from, 123 ; principles of, 
317 ; reasons for different treatment 
of companies, 317n; no provision in, 
for non- wasting assets, 317 ; estimated 
life, 318 ; no provision for arrear 
depreciation, 320 ; annual appropria- 
tion to and from, 325 ; minus balances, 
32(5 ; mimts balances on M.ifeM.M. and 
S.T., 326 ; mmus balances under per- 
manent way, 327, 329 ; obsolescence, 
cause of minus balances, 328 ; provi- 
sion for station machinery and plant, 
328 ; contributions not excessive, 334, 
largo withdrawals, 335 ; effect of pre- 
mature renewals, 335 ; accounting 
records, 343 ; present system, enlarge- 
ment of scope, 349 ; loans to moot 
deficits, 352 ; proposal to cancel 
loans, 352 ; Wedgwood Fommittoo on 
cancellation, 354 

Depreciation Fund Committee, appoint- 
ment of, 316 ; recommendations of, 
316; institution of depreciation re- 
commended by, 316 ; Covernmont’s 
decision on proposals of, 316 

Dickinson, Sir Arthur Lowes, (sei^ also 
Depreciation), 329, 330, 330n, 338, 

33 In, 335, 336, 338, 313n ; on separa- 
tion of accounts, 283 

Dimcock; Marshall F., llln, 443 

Divisional system, 279 ; advantages of, 
280n ; advantagi^s expected from, 280 ; 
on E.B., 281 ; on E.I., 280, 281 ; first 
introduced on (LI. Ik, 280, 281 ; on 
N.W., 280, 281 ; increased cost on 

281 ; RctreiKihrnent Mub-Com- 
mitteo on excessive cost of, 281 ; 
Wedgwood Cominittoo on, 282 

Doubling and quadrupling (see Capital 
expenditure) 

Earnings, railway (see also Passenger and 
Goods transportation), nature of, 136 ; 
progress of 137 ; passimger and goods 
traffic, 138 ; improvement in, since 
1900, 140 

Eastern Bengal Railway, 2, 3, 37, 55n, 
56, 58, 70, 79, 86, 87, 108, 109, 110, 
111, 112, 125, 127, 128, 129, 130, 131, 
132, 135, 435, 452 ; doubling, 55n ; 
relaying, 55n ; strengthening of bridges, 
Gorai, 56 ; workshops, 58 ; increase 
in milage, 70 ; operating ratio, 108, 
109; net earnings, 110, 111 ; not gain 
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or loss to State, 112 ; first olass fares, 
153 ; second class faros, 162 ; inter 
class faros, 170 ; divisional system, 
281 ; separation of accounts on, 283 ; 
cost of ordinary repairs and main- 
tenanco, 297 ; expenditure on operation 
on, 300, 303 ; Hours of lilmploymont 
Repculations on, 377 ; amalgamation 
with A. B., 452 

East India Distilleries and Sugar Factories 
Ltd., 3 

East Indian Railway, 3, 31, 33, 37, 55n, 
56, 57, 58, 70, 86, 87, 108, 109, 110, 
111, 112, 124, 125, 127, 128, 129, 130, 
131, 134, 135, 242, 421 ; under state 
management, 31, 33 ; accpiire 1 by 

State, 33 ; doubling, 55 n ; relaying, 
55n ; strengthening of bridges, Alla- 
habad, Upper Sono, and Jumna, 56 ; 
strengthening of Barakar and Diifferin 
bridges, 56 ; increase in mdage, 58 ; 
workshops, 58 ; now milage added, 70 ; 
operating ratio, 108 ; not learnings, 110, 
111 ; not gain or loss to State, 111, 112 ; 
first class fares, 151 ; fare differentiation, 
154; second class faros, 162; third 
class fares, 177; short distance passim- 
gors, zone statistics, 179 ; now industries 
and, 265 ; separation of accounts, 282, 
283 ; ordinary repairs and maintenancii 
expenditure, 293, 297 ; expenditure' on 
operation, 300, 303, 304 ; Hours of 
Employment Regulations, 377 ; leave 
rules, 379, 380; accpiisition of, 419; 
locomotive building by, 434 
East Indian Railway Cornjiany, 12, 13 
Eastman, .losoph B., 191, 445 
Electrification of suburban services, Bom- 
bay, 59, Madras, 59 
Exchange, loss in, and railway budget, 
42, 42n 

Fares, passenger (see Passenger trans- 
portation) 

Finance, railway (see Railway (Inance) 
Financial Relations Committee (see Meston 
Committee), on contribution to State, 
104 

Freight rates and price level, 218 ; on 
Class I railways and whob'sale prices, 
219 ; incidence heavy during depres- 
sion, 220 ; higher as compared with 
price level, 220 ; adjustment to price 
level, 222 ; reasonableness of level, 
223 ; and industrial development. Chap- 
ter VI 

Freight (Railway and Inland Steam 
Vessels) I’ax Act, 230 
Gain to State (see Railway linanco), 
Meston figure, 118 
Gauntlott, Sir Frederic, 85n 
Ghosh, S. C., 452n 
Godfrey, Sir George C., 14n, 15n 
Gokhale, Gopal Krishna, on state manage- 
ment of railways, 12n 
Goods transportation (see Freight rates). 
Chapter V ; trend of traffic, 193 ; steady 
increase of receipts, 193 ; not tonnage, 
194, 196 ; ton milage, 194, 195, 190 ; 
average haxrl, 194, 195 


Class I railways, 195 ; net tonnage 
on, 196 ; net ton milage, 196, 214 ; 
average load, 197, 215 ; commodity 
statistics, 197; earlier classification, 
198n ; present classification, 199 ; 
‘heavy’ merchandise, 199 ; ‘light’ 
merchandise, 199 ; relative importance 
of commodities, 212 ; importance of 
internal traffic, 214 ; average ton 
mile receipts, 215 ; freight rates and 
price level, 218 

Products of agriculture, 201, 212 ; 

trends of traffic and earnings, 202 ; 
grams and pulses, 202 ; jo war and 
hajrn, 202, 204 ; fruits and vegetables, 
202 ; oilseeds, 202, 204 ; other grains, 
202 ; raw liotton, 202, 204 ; raw jute, 
202, 204 ; ruu^, 202, 204 ; wheat, 202 ; 
not ton milage and average lead, 214 ; 
average receipts for grains and oilseeds, 
218 ; and price level, 220 
Products of mines and forests, 205, 
212 ; traffic and earnings, from coal, 205, 
205n ; metallic ores, 206, 206n ; marble 
and stone, 207 ; unwrought wood, 207 ; 
fuel and revenuo stores, 201n; fuel 
205n ; coal: not ton milage and average, 
leads, 214 ; average receipts, 217 
and price level, 220 
Manufactures and miscellauf^ous, 207, 
212 ; traffic and earnings ; semi-manu- 
factured goods, 207 ; cotton, 208 ; 
sugar, 209 ; iron and steel manufactures, 

209 ; gar^ jaggery etc., 210 ; salt, 

210 ; tobacco, 210 

Live stock, 201n ; traffic and earnings, 

210, 212 

Military traffic, 210, 212 ; railway 

materials, 211 ; revenue stores, 201n, 

211 

Granot, Sir Guy, 351 

Groat Indian Peninsula Railway, 3, 5, 31, 
33, 37, 55n, 56, 57, 58, 59, 60, 70, 109, 
111, 112, 124, 126, 127, 128, 130, 131, 
132, 242, 421 ; shareholders’ interest 
in, 5 ; under state management, 31, 
33 ; relaying, 55n ; strengthening of 
bridges, Nerbudda, Sind and Charnbal, 
56, 57 ; workshops, 58 ; suburban 

services, 59 ; increase in milage, 70 ; 
operating ratio, 109 ; net earnings, 
111 ; net gain or loss to State, 111 ; 
first class faros, 151, 153, 154 ; second 
class fares, 162 ; cotton mills on, 265 ; 
hybrid divisional system, 281 ; in- 
creased cost of divisional system, 281 ; 
separation of accounts, 283 ; ordinary 
repairs and maintenance expenditure, 
298 ; cost of operation on, 300, 304 ; 
compensation for goods damaged or 
lost, 305 ; Hours of Employment Regu- 
lations on, 377 ; leave rules, 379, 380 ; 
acquisition of, 419 

Grigg, bir James, 346n, 349 

Guaranteed companies (see Company- 
managed railways) 

Guzorat Light Railways, 3 

Hadley, Professor, quoted, 244 

Hadow, Sir Austen, 83n, 84n 
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Hailey Committee (see also Railway 
Financo Committee), 21, 22, 23, 24, 
29, 43, 96, 457 ; on separate budget, 
29 ; on payment to Government, 29 ; 
estimate of program revenue, 43 
Hailey, Lord, re provision of funds for 
open lino expenditure, 42 
Hayman, A. M., 9 In, 368n 
Hesla Chandil Railway, 86 
Hiley, E. H., I4n, 15 
Hindley, Sir C., 17n, 27, 78, 445 
H. E. H. Nizam’s Guaranteed Railway, 3 
Holland Commission, 225, 228, 229 ; 

on railway rates, 225, 226 
Hours of Employment Regulations, 306 
Huddleston, George, 186n 
Inchcape Committee (see also Indian 
Retrenchment Committee), 21, 24-6, 

27, 29, 47, 49, 96, 99, 117, 362, 408, 
452 ; on the principles of operating 
State-owned railways, 24 ; justification 
for capital expenditure, 25 ; on pro- 
vision for rohabihtation, 25 ; on appoint- 
ment of Financial Commissioner, 27 ; 
on average return on capital, 29 ; 
on quinquennial program, 47, 49 ; on 
net return of State-owned railways, 
177 ; on claims, 409 
Inchcape, Lord, 6, 24 

Indian Fiscal Commission, 228, 229, 246 ; 
on railway rates and ‘discriminating’ 
protection, 228 

Indian Industries Commission (see Holland 
Commission) 

indianization (see also Staff), of the 
services, demanded by Assembly, 31, 
:'3 ; and Assembly, 415 ; Ac worth 
Committee on, 421 ; on state-managed 
railways, 421 ; demand for, 421 ; pro- 
gress of, 421 , 

Indian Railway Committee (see Acworth 
Railway Committee), 13 
Indian Railway Conference Association, 
230, 235n, 237, 377, 416 
Indian railways (see also Company- 
managed railways. Railway finance. 
State-managed railways. State-owned 
railways) ; administrative reforms, 27 ; 
classification, 35 ; grouped according to 
methods of working, 36 ; gain to 
Government, 103 ; net earning power 
since 1900, 101 ; trend of net 

earnings, 109 ; gain or loss to 
State, 111 ; classification for traffic, 
142 

Indian railways, military demands during 
World War I, 6 ; congestion of traffic, 
7, 8n ; priority cortific.ato system, 8 ; 
controller of traffic, 8; reduced funds 
for works programs, 8 ; difficulties for 
materials, 9, 9n ; purchases from 
America, 9 ; Central Priority Com- 
mittee, 10 ; inadequacy at end of war, 
16, 19 ; public demand for reform, 

17n ; transport difficulties, 17n ; re- 
habilitation program, 39 
Indian Railways Act, 247, 251 
Indian Retrenchment Committee (see 
Inchcape Committee), 24, 117 


Indian States, railways owned by, and 
operated by, 2n 

Times, Sir Charles, 17n, 77, 77n, 255 
Interest, rise in the average rate of, 26 ; 
calculation of, on capital at charge of 
Indian railways, 93n ; procedure under 
convention, il4; average on State- 
owned railways, 129 
Interstate Commerce Act, U.S.A., 238 
Interstate Commerce Commission, 198n, 
350, 351, 351n, 444 
Iyengar, A. Rangaswami, 9 In 
Iyer, K. V., quoted, 230n, 334n 
Jackman, W. d\, quoted, 219n, 222, 223 
Jagaiiliri Light Railway, 3 
Jodhpur Railway, 37 ; average second 
class fares on, 161 
Joshi, 9 In 

Kalukliali-Bhateapara Railway, 80 
Kangra Valley Railway, 73, 81, 83, 
84n, 88 ; proposals for, 81 ; construc- 
tion of, 81 ; approved by Standing 
Finance Committee, 82 ; financial pros- 
pects, 83 ; difficulties in construction, 
8 In 

Katwa-Barharwa Railway, 72n 
Kesoram Cotton Mills and four others v. 
The North W estern and the East Indian 
Eailwajjs, 257 
Lamb, D. R., 282n 
‘Lapses’ (see Railway financo) 

Layton Report, 457 

Loads, average (see Passenger trans- 
portation) 

Ledgard, Sir Henry, 14n, 15n 
Lee Commission, 362, 3()2n ; recommen- 
dations as to pay, 366 
Loo concessions (soo also Staff), 368, 386 
[jogislativo Assembly, recommendations 
of Hailey Committee accepted, 24 ; 
resolution establishing convention, 30 ; 
agreement of, to Separation Convention, 
31 ; conditions of, on separation agreed 
to by Government, 31 
Local advisory councils, 418 
Logan, Ross, I7n 
Lucknow-Bareilly, 38 
Mackay Committee, 6 
Mackay, Sir James (soo Inchcape) 
Madaya Light Railway, 3 
Madras and vSouthern Mahratta Railway, 
3, 37, 55n, 58, 70, 108, 109, 110, 111, 
126, 128, 129, 130, 131, 132, 383, 452; 
relaying, 55n ; workshops, 58 ; in- 
crease in milage, 70 ; operating ratio, 
108; not earnings, 110; net gain or 
loss to State, 111 ; first class faros, 
changes in, 153 ; second class faros, 
162; inter class fares, 170; ordinary 
repairs and maintenance expenditure, 
290, 292, 293 ; expon<liture on opera- 
tion, 300, 303, 304 ; minus deprecia- 
tion balances, 326 ; Hours of Employ 
ment Regulations on, 378 ; acejuisition 
of, 419 

Marshall, Dods, Fairhurst, Bury and 
Martin, 17n 
Martin & Co., 3 
McLeod & Co., 3 
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Moston Committoo (soc also Financial 
Relations Committoo), 22, 24 ; railway 
contribution assumed by, 24, 119 
Moston Settlement, 457 
Mirpur Khas Jhudo Railway, 52n 
Moir, T. E., 17n 

Montagu-Cholmsford Reforms, 12 
Mookorjee, Sir Rajendranath, 14n, 15 
Morrison, Rt. Hon. Herbert, 413 
Motor Carrier Act, 1935, U. S. A., 239 
Moulton, H. G., 240n, and associates, 446, 
Naini-Jubbulpore section, transfer from 
E.I. to G.I.P., 252 
Newton, C. H., 336n 
Niemoyer formula, 457 
Nizam’s State (Guaranteed) Railway, 3, 
37, 38, 109, 113, 185; second class 
fares on, 161 
‘Non-votablo’ items, 421 
North Western Railway, 2, 3, 15, 37 55n, 
56, 70, 70n, 109, 110, 111, 112, 124, 
125, 127, 128, 129, 130, 132, 134, 368, 
451 ; doubling, 55n ; relaying, 55n ; 
strengthening of bridges, 56 ; new 
milage added, 70, 70n ; operating ratio, 
109; net earnings, 110, 111; net gain 
or loss to State, 111; first class fares, 
151 ; inter class fares, 170; sei)aration 
of accounts, 283 ; ordinary repairs 
and maintenanco expenditure, 292, 293 ; 
Hours of Employment Regulations on, 
377 ; leave reserve, 379 ; deterioration 
in operating eflicieucy, 405 
Obsolescence (see Depreciation) 

Open lino expenditure (see Capital ex- 
pentliture), 42 ; post-war rehabilita- 
tion program. Railway Boartl’s esti- 
mates, 44 

Operating efficiency (see Chapter X) ; 
factors of, 388 ; physical condition of 
equipment, 389 ; serviceable stock, 
389; serviceable locomotives, 390; 
serviceable coaching vehicles, 390 ; 
other coaching vehicles, 390 ; service- 
able wagons, 391 ; rolling-stock uti- 
lization, 392 ; engine miles per engine 
day, 392 ; gross tons per goods train, 
393 ; net tons per goods train, 393 ; 
loading of wagons, 395 ; wagon miles 
and net ton miles per wagon 
day, 395 ; speed of transportation, 396 ; 
ton miles per goods train-hour, 396 ; 
punctuality of passenger trains, 398 ; 
speed of goods trains, 399 ; fuel con- 
sumption, 400 ; fuel eiionomy, 401 ; 
shunting milage, 402 ; composite index 
of, 404 ; improvement in, 404 ; progress 
on state-managed and company- 
managed railways, 4' >5 ; stores balances, 
406 ; claims for compensation for loss 
and damage, 408 

Operating ratio (see also Railway finance), 
of all railways, 97 ; of Class 1 railways, 
107; on State-owned railways, 115; 
value of, 101 

Oudh and Rohilkund Railway, 2, 3, 108, 
109 

Over-allotment (see Capital expenditure) 
Pallivasal project, 427 


Parmolee, Dr. J. H., 388, 389n 
Parsons, Sir Alan, 9 In 

Passenger transportation (see Chapter 
IV), four classes, 141 ; relative import- 
ance, 141 ; changes in statistics, 142 ; 
suburban traffic, 178 ; road motor 
competition, 178, 181, 186 ; train 

load and earnings per seat, 180 ; need 
for dynamic policy, 188 ; per capita 
travel, 190 ; national income and 
capacity to pay for travel, 190 
Fares, state -management and, 187 ; 
cost of rail travel, 188 ; British rail- 
ways, cheap fare facilities, 189 ; basis 
low in India, 190 ; concessions on 
Indian railways, 191 

First class, number of passengers, 145 ; 
passenger miles and loads, 147 ; earn- 
ings, 150 ; structure of faros and 
average rate, 150 ; maxima and minima, 

153 ; differentiation in distance, 153; 
faros enhanced, 153 ; reduced, 153, 

154 ; adjustments during the depres- 
sion, 154 ; Vedu(;tions in basic fares 
and concessions, 154 

Second class, uumbcu’ of passengers, 

155 ; passenger miles and average 
leails, 158 ; earnings, 159 ; decline in 
earnings, 159 ; faros, 161 ; structure 
of fares, 161 ; average receipts, 161 ; 
maxima and minima, 162 ; onhance- 
rnenf.s, 162 ; development of scales, 
162; reductions, 162; conc.essions, 
163 ; during depression, 163 

Inter class, 164 ; number of passengers, 
161 ; passenger miles, 166 ; av^erago 
loads, 167 ; earnings, 167 ; impro’^o- 
ment a matter of recovery, 1()S ; average 
rates and fares, 168 ; structure of 
faros, 168 ; maxima and minima, 169 ; 
enhancements, 169 ; concessions, 170 ; 
differentiation in faros, 170 ; eco- 
nomies from abolition of, 185 ; problem 
of, 185 ; case for retention, 186 
Third class, 171 ; number of passengers, 
173 ; passenger miles and average 
leads, 173 ; trend different from other 
classes, 173 ; average lead, 174 ; earn- 
ings, 175 ; average rates and fares, 

175 ; ileclino in average receipts, 175 ; 
structure of fares, 176 ; maxima and 
minima, 176 ; difft'rentiation by service, 

176 ; onhancomonts of fares, 176 ; 
telescopic scales, 177 ; faros on different 
railways, 177 

Upper class, 179 ; decline of traffic, 
179 ; short distance traffic, 179 ; in- 
creased accommodation, 180 ; docreaso 
in train loads, 180 ; earnings per seat, 
181 ; equipment maintained, 181 ; a 
losing proposition, 182 ; economies 
from abolition, 182; remunerativonoss 
of, 183 ; Wedgwood Committee on, 183 
Peat, H. M., 17n 
Pogu-Kayan Railway, 73 
Percy Committee, 340 
Pope Committee, 410, 452 
Port rates (see Railway rates) 

Price -level, freight rates and, 218 
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Program rovonuo oxpondituro (see Capital 
expenditure) 

Public Accounts Committee, 73, 75, 84, 
413, 414, 420 ; on program revenue ex- 
penditure. 47 ; on the Kangra Valley 
Railway, 83n, 84, 85n ; functions, 414 
Quinquennial program, effect of, 44 ; 
relation to revenue program, 46 ; largo 
savings criticised, 47 ; difficulties of 
planning, 48 ; effect of revision of, 49 
Rails and sloopora (see Capital expenditure) 
331 

Itailway Accounts and Finance, 353n, 457ii, 
45 9n 

Railway Board, 16, 20, 27, 28, 29, 30, 
31, 49, 65, 66, 67, 68, 69, 75, 76, 77, 78, 
79, 80, 81, 83, 85, 86, 88, 89, 90, 91, 99, 
120, 121, 415-6; on state i nanagement , 
16, 20 ; Acworth committee on re- 
organization of, 27 ; as reconstituted 
in 1923-4, 27 ; Chief Commissioner for, 
27 ; need for Financial Commissioner 
on, 27 ; ovorcentralization to bo correct- 
ed. 28 ; Acworth Committee on terri- 
torial distribution of work, 27 ; on 
inohcape Committee’s recomtinendation 
on return on capital, 29 ; ou repayment 
of interest and annual dividemi, 29 ; 
technical staff, work of, 28 ; representa- 
tion of Indians on, 31 ; on high operat- 
ing ratio, 99 ; policy on now cons- 
truction, 65 ; commodity statistics 
prepared by, 198n ; organization of, 
416 ; control over railway administra- 
tions by, 436 
Railway Commission, 20 
Railway contribution to IStato (sec Railway 
finance) 

Railway Convention (see Railway finance), 
financial status of railways under, 113 
financial autonomy under, 454 ; failure 
of, 135, 455 ; need for revision, 455 ; pay- 
ment of contribution under, 456 ; 
Wedgwood Committee on contribution 
to State, 458 

Railway Convention Committee, 456n 
Railway Department, criticism of, by 
Acworth Comraittoo, 20 
Railway expenditure (see Chapters VIT, 
VIII, and IX ; see also Accounts, 
Divisional system. Railway finance) ; 
abstracts of, relative importance, 272 
effect of capital expenditure, 309 ; on 
state-managed and company-managed 
railways, 310 ; bettor control of, on 
state-managed lines, 310 ; profit-earning 
motive of State lines weakened, 312 ; 
effect on, of policy of state management 
on company-managed railways, 312 
Fuel, 306 ; cost of coal and other fuel, 
307 ; freight and handling charges, 
307 ; electric power, 307, 308 
General administration, items com- 
prised in, 274, 277n ; trend of, under, 
274 ; on state-managed railways, 275, 
277 ; on company-managed railways, 
275, 277 ; by different abstracts, 277 ; 
increase on company-managed railways, 
277 ; Retrenchment Sub-Committee ou 


cost of, 287 ; increase during depression, 
289 

Operation, 299 ; trend of, under 299 ; 
increase of, 300 ; cost by abstracts, 
302 ; items comprised in, 303n ; station 
staff, 304 ; running staff, 304 ; ‘other’ 
staff, 304 ; contingent charges, 305 ; 
compensation for goods lost or damaged, 
305 ; handling goods, 305 ; on com- 
pany-manageil railways, 306 
Ordinary repairs ami maintenance ; 

289 ; decrease of, during depression, 

290 ; on state-managed railways, 290 ; 
by abstracts, 290 ; items comprised 
in, 292n, 203n, 294n ; on state-managed 
railways, 292 ; cost of way and works, 
294 ; under rolling-stock, 295 ; imdor 
machinery, tools and plant, 296 ; drastic 
reduction during depression, 296 ; effects 
of retrenchment of, 297 ; criticivsod by 
audit, 298 ; trends on state-managed 
and company-managod railways, 299 

Railway finance (see Capital expenditure, 
Company-managed railways. Contri- 
butions, Reserve, Stato-managed rail- 
ways) ; defects of government control, 
18 ; inadequate allotments, 18 ; 
‘lapses’, 19 ; Acworth Committee on 
‘lapses’, 19 ; factors affecting, during 
early post-war years, 26 ; railway 
administrations entitled to borrow from 
capital and reserve, 32 ; disposal of, 
surplus, 32 ; program revenue ex- 
penditure, 41 ; financial status of rail- 
ways, 96 ; operating ratio, 97 ; trend 
of gross earnings, 99 ; working ex- 
penses, 99 ; net earning power, 101 ; 
ratio of net earnings to capital, 101 ; 
gain to Government, 103 ; financial 
status of railway systems, 106 
Class I Railways ; operating ratios, 
107 ; not earnings of, 109 ; net gain 
or loss to State, 1 1 1 
Separation of, from general finance, 22 ; 
Hailey Committee on, 22; accounting and 
financial changes, 113; interest charges, 
114 ; under the convention, 116 ; durmg 
the depression, 121 ; contribution sus- 
pended, 122 ; deficits how financed, 
123 ; traffic earnings, 137 ; coaching 
and goods earnings, 138 ; State control 
of, 411 

Stato-ownod railways : operating ratio 
during 1924-30, 115; net receipts and 
contribution, 117; rotrenchinont of 
oxpondituro, 119; during the d<q)ression, 
119 ; effect of decline in receipts and 
reduction of expenditure on, 121 ; 
return on capital during depression, 
121 ; stoppage of contribution, 122 ; 
deficits, 123 ; financial results during 
pro-depression and depression periods 
compared, 124 ; results on individual 
systems, 124 ; differences between state- 
managed and company-managed rail- 
ways, 132 ; average results on State 
and company lines, 132 

Railway Finance Committee (see Hailey 
Committee), 21, 22, 29, 41 ; views of, 
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on proviHion of capital funds for ro- 
habilitation and bottormont, 43 
Railuyay Oazette, 185n 

Railway regrouping, 451 ; need for larger 
systems, 451 ; (iompolling motive for, 
453 ; in other countries, 453 ; special 
reasons in India, 454 
Railway Retrenchment Sub-(Jommittee, 
73, 90, 367, 368, 368n, 369, 377, 432 ; 
on capital expenditure, 71 ; on new 
construction, 71 ; on open luu) expendi- 
ture, 89 ; on divisional system, 281 ; 
on cost of accounting and auditing, 284 ; 
on cost of general administration, 287 ; 
on separation of accounts, 284 
Railways Act, 1921, 235, 239, 251 
Railways, Indian iStates, 2, 2n 
Rates, freight (see Chapter VI) ; Holland 
(Commission on, 225 ; principles of rate 
making, 226 ; individualistic chara(‘ter 
of, 226 ; block rates, 226, 226n, 228 ; 
Broach block rates, 228 ; Indian Fiscal 
('ommission on, in relation to protec- 
tion, 228 ; Ac worth (Committee on, 227, 
230; lower, on exports and imports, 229 ; 
demand for reform. 231 ; public com- 
plaints regarding, 236, 238 ; Burt on 
incidence of, during depression, 237 : 
237n ; standard charges for, 244 ; dis- 
(iontinuous milage, 240 ; individuahstKi 
character of, 246 ; and industries, 252 ; 
inter-railway movement divscouraged by 
structure of, 258 ; iriQuoneod by rivers, 
on A.B., 260 ; on F.B., 2()0 ; effect 
of industrialization on, 264 ; displace- 
ment of import trallic, 265 ; effect 
of regionalization on traffic, 266 ; in- 
direct gains from industrialization, 266 ; 
maladjustment of, and price-level, 267 ; 
defects of system of, 267 
Classification of goods, 229 ; pre-war, 
229 ; war-time surcharge, 230 ; ])ro- 

posals for reform, 230 ; now class! - 
lication of 1922, 231 ; defects of, 231 ; 
excejitional classes under, 232 ; Aiia^- 
rican classification, 232n ; exceptional 
classes on Cl.T.P., 233 ; purpose of, 
233 ; revision in 1936, 237 
Maxima, enhancement of, 230 ; minima 
rates under 1922 classification, 233 ; 
maxima and minima, 242 ; too wide a 
margin, 243 

Port rates, 269 ; causes of low, 226 ; 
Railway Board’s examination of, 260, 
264 ; allegation of unfairness of, 260 ; 
Ac worth Committee on, 260 ; result of 
two conditions, 260 ; effect of sea and 
river competition on, 260 ; influence of 
special, on other rates, 261 ; differen- 
tiated to meet competitive conditions, 

261 ; sometimes injurious to Indian 
industries, 262 ; Tariff Board on equali- 
zation of domestic and import rates, 
262 ; Sholapur Mills case, 263 ; effect 
of cheaper sea freights on internal 
rates, 264 

Special rates, adjusted class rates, 234 ; 
exceptional rates, 227 ; export rates, 

262 ; Indian Fiscal Commission on, 229 


Risk rates, 238 ; under 1922 classi- 
fication, 232 ; in U.S.A., 238 ; exemp- 
tion under old Form B, 238n ; practice 
in Great Britain, 239 ; increased margin 
under 1936 idassilication, 239 ; Indian 
railways not obliged to quote owner’s 
risk, 240 ; Railway Rates Advisory 
Committee on, 240 ; Indian railways not 
insurers of goods, 241 ; legal position re, 
241 ; Wedgwood (kimniittee on, 240n,241 
24 In; Federal Coordinator’s views on, 242 
Schedule rates, 233, 234, 245-6 ; ‘scale’ 
rates, 227 ; reasons for, 245 ; complaint 
re, 247 ; equal railage, 234 
Station-to-station rates, 233, 247, 250 ; 
Tapering rates, 227 

Telescopic rates, 246 ; scales of, 230 ; 
difficulties against immediate adoption, 
248 ; effects of a change to, 249 ; 
Inilian Chamber of Commerce on, 
249n ; effect on railway fliianco, 250 ; 
Wedgwood Committee on, 250 
Terminal charges, 250 ; Fnglish law on, 

251 ; American practice re, 251 ; on 
Indian railways, 251 ; no discrimina- 
tion between station and service, 251 ; 
not uniform, 252 ; jiower to discriminate, 

252 

Railway rates and industries : effoot of 
cheap port rates on liidos, 226 ; coal 
industry, 253 ; extent of assistance by 
railways, 254 ; effect of sea competi- 
tion, 254 ; special rates by rail, 255 ; 
B.N. rates, 255 ; F.I. traffic, 255 ; 
G.l.P. rates, 255 ; cotton industry, 257 ; 
heavy (jhemical industry, 257 ; glass 
bangles industi’y, 258 ; Indian Tariff 
Board on rates on, 256 ; classification 
not helpful, 256 ; industrial future 
and rates, 257 

Ratos Advisory Committee, Railway, 235, 
243, 246, 250, 257, 416-9, 428, 429, 444, 
450 ; on telescopic scales, 248 ; on 
terminal charges, 252 ; on glass bangles 
industry, 258 ; on rates on (*otton, 262 ; 
on effect of lower import rates on Indian 
industries, 262 ; shortcomings of, 417 ; 
control of the Railway Board over, 
417 ; procedure of, 41 7n ; Wedgwood 
Committee on, 418n 

Ratos Tribunal, Railway, 21, 336 ; pro- 
posed, 235 

Rates Tribunal, Railway, British, 416 

Rainy, Sir George, on economy in railway 
expenditure, 199 

Rail, Sir P. R., 78n, 79n, 85n, 334n, 342n, 
on the old policy of charging capital 
imdor revenue, 61n 

Raven, Sir Vincent, 58 

Rehabilitation program, post-war (see 
Capital expenditure) 

Reserve, institution of, 32 ; how used, 
32 ; railways entitled to borrow from, 
32 

Retrenchment, measures on State-owned 
railways (see Railway finance) 

Retrenchment Advisory Committee, 121' 

Ripley, W. Z., 262, 339-40, 341, 341n, 
342, 342n 
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Risk rates, (see Railway rates) 

Robertson, Sir Thomas, 6 
Road transport, provincial control of, 449 
Rohilkund and Kumaon Railway, 3, 37, 
113, 138 ; acquisition of, 419 
Rolling-stock (see Capital expenditure) 
Royal Commission on Labour, 375 
Royal Commission on Superior Civil 
Services (see Loo Commission) 

Russell, Sir Guthrie, 89 
Sanyal, Dr. N., 12n 

Sastri, Hon. V. S. Srinivasa, 14n, 15 
Secretary of State for India, 20, 24, 78 ; 
share of capital owned by, 4 ; appro- 
priation of goodwill of companies by, 
5 ; policy of, regarding companies 
financing railways, 0 ; on costs of the 
Kangra Valley Railway, 85 
Separation (Convention (see also Conven- 
tion, Railway finance), 30, 90 ; agreement 
on, between Assembly and Government, 
31 ; main provisions of, 31 
Shakespoar, A. R., 17n 
Sherrington, C. E. R., 239n, 280n, 398, 
399n ' 

Shornur-Nilambur Railway, 88 ; loss on 
construction of, 88 
Sim, C. G., 47, 48, 79, 91 
Southern Punjab Railway, 52n, 70, 70n ; 

purchased by State, 70n 
South Endian Railway, 3, 37, 55n, 58, 
70, 88, 108, UO, ill, 112, 125, 128, 
129, 130, 131, 132, 185, 452 ; doubhng 
on, 55n ; workshops, 58 ; new milage 
addofl, 70 ; operating ratio, 108 ; not 
earnings, 110; net gain or loss to 
{^ato, ill; first class fares, 153; 
differentiation, 154 ; second class faros, 
161; agreement with B.T.S.N., 228n ; 
ordinary repairs and maintenance ex- 
penditure, 292, 203, 297, 298 ; cost 
of operation, 300, 303, 304 ; ndniis 
depreciation balances, 320 ; operating 
efficiency on 405; acquisition of, 419 
State and railway administration (seo 
Chapter XI, XII) ; and railway policy, 
411 ; (diaracter of control, 411 ; machi- 
nery for control, 412 ; Central Legis- 
lature and railways, 412 ; iiiHiionco of 
politicians, 415 ; public interest in 
railways, 418 ; .state management since 
1924, 419 ; demand for state manage- 
ment, 420 ; national control of State- 
owned railways, 420 ; assistance to 
Indian industries in .stores purchases, 
423 ; regard for public opinion under 
state management, 427 ; undue centra- 
lization, 429 ; objections to .state 
management, 430 ; general manager 
under State, 431 ; effect of civil .service 
regulations under, 431 ; bureaucratiza- 
tion, 433 ; lack of initiative and flexi- 
bility, 434 

State -managed railways, decentralization 
of powers to Agents of, 28 ; new cons- 
truction on, 70 ; gross traffic receipts, 
averages for pre-depression and de- 
pression periods, 124 ; working ex- 
penses, 125 ; operating ratios, 127 ; 


not receipts, 127 ; return on capital, 
128 ; gain or loss, 129 ; surplus or 
deficits to meet contribution, 131 ; 
compared with company-rnauaged linos, 
132 ; cost of general administration, 255, 
277 ; better financial control, 279, 310 ; 
cost of accounts, 285 ; ordinary repairs 
and maintenance expenditure, 290, 299 ; 
profit-earning motive weakened, 312 ; 
effect of policy of state management, 
312 ; operating efficiency on, 405 ; pro- 
gress of Indianization, 422. stores pur- 
chases on, 425 

State management (see also Staff), 1 ; 
ownership, 1, 2 ; demand for, 11 ; 

public opinion on, 16 ; dangers of, 16 ; 
inferior to companies, 134 ; more 
generous to public in fares, 187 ; operat- 
ing efficiency of, 405 ; financial re- 
sponsibility, 435 ; Railway Board’s con- 
trol, 436 ; responsibility for interest 
and contribution, 437 ; defeids of, 
under convention, 436 ; labour policy, 
438 

vState-owiKvl railways (see also Company- 
managed railways, State-managed rail- 
ways, Railway finance), route milage 
of, 2; gain or loss to State, 111 ; 
financial .status under the convention, 
113, 131; operating ratios, 115; not 
F’ecoipts and contribution, 117 ; retrench- 
ment of expenditure, 119 

Srinivasan, K. C., 25 2n 

Staff, cost of (see Chapter IX), wages bill, 
357 ; increase in cost, 358, 383 ; rise 

in wages compared to other factors, 
359 ; revision of scales of pay, 361 ; 
Inchcape Committee’s views, 362 ; effeiit 
of revisions, 362 ; inadequacy of wage 
statistii's, 364, 3{)4n ; Hours of Rmploy- 
mont Regulations, 377 ; depression and 
staff costs, 382 ; Court of Enquiry, 382 ; 
depression and railway staff, 382 ; 
security of tenure, 381 ; allowances and 
perquisites, 386 : policy of Government 
regarding labour, 386, 438 ; speed- 

ing up of payment of wages, 381 ; area 
and tochniiail schools, 381 
Gazetteil staff, 365 ; scales of jiay, 365 ; 
Loo (Jommissum’s rcc.ommondations, 

366 ; Islington Commission’s criteria of 
pay, 36<) ; high cost criticized, 366 ; 
Retrenchment Sub-Comimttoo’s views, 

367 ; Loo concessions oxtendod to 
company-managial railways, 368 ; case 
for drastic reduction, 368 ; leave reserve, 
368n ; number on X.W., not justified, 
3()8 ; omorgoncy deductions, 369, 369n ; 
370 ; reduction ordered, 370 ; new 
scab's, 370 ; average r;ost, 384 ; average 
cost on State and company linos, 385 
Upper .subordinates, 371 ; number and 
cost, 371 ; increase on State and com- 
pany linos, 372 ; revision of scales of 
pay, 374 ; scales of pay in Railway 
Board’s office, 374 

Lower subordinates and other non- 
gazotted staff, 374 ; minimmn wage, 
375 ; wage revision on E.I., 376 ; Hours 
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of Employment Regulations, 377 ; 
Washington and Geneva Convention on 
hours of work, 377 ; leave rules, 378 ; 
leave rules on state -managed anil com- 
pany-managed railways, 378, 379 ; leave 
for workshop and inferior staff, 379 ; 
‘no-extra-cost’ condition, 380 
Standing Finance Committee for Railways, 
82, 83, 83n, 89, 413, 414, 420 ; creation 
of, 31 ; duties of, 414 
State Railroad Commission, 444 
Stationary equipment (see Capital ex- 
penditure) 

Station building (see Capital expenditure) 
Statistics, railway, changes in, 142 ; 
commodity, 197 ; inadequacy of wage, 
304n 

Stores purchases, 423 ; policy of Govern- 
ment, 424 ; volume and value, 425 ; 
on state-managed and company- 
managed railways, 425 
Strategic railways, losses transferred to 
State, 114 

Suburban services, electrification (see 
Electrification) 

Statutory Railway Authority, 439, 440 ; 
membership, 340 ; duties, 440 ; represen- 
tation of interests, 440 ; Federal Govern- 
ment and, 441 ; criticism of, 441 ; 


accountability, 443 ; Railway Board 
and, 444 ; other forms of transport, 
445 ; need for a National Transport 
Authority, 449 
Taussig, F. W., 38n 
Terminal charges (see Railway rates) 
Tezporc-Balipara Light Railway, 3 
Thakurdas, Purushottamdas, 14n, 15 
Thos. Cook & Sons Ltd., 192 
Tirhoot Railway, 38, 109, 130 
Tirumalaivasal Port, 228, 228n 
Townshend, C. A. H., 17n 
Trans-Indus Railway, 72n 
Transportation Act, U.S.A., 235 
Tuko, James, 14n, 15n 
Victoria Terminus, remodelling, 56, 59 
Visveswarayya, Sir M., 190n 
Wages, enhancements after the war, 26 
Watson-Smytli, R. M. 17n 
Wedgwood Committee, 92, 94n, 95, 222, 
245, 245n, 246, 246n, 249, 299, 306, 
311, 335n, 347, 354, 429, 462; on 
capital expenditure, 92, 94n, 95 ; on 
rate reduction, 222 ; on cost of opera- 
tion, 245 ; on divisional system, 282 ; 
on cost of accomits, 286 ; on diversity 
of schedules, 246 ; on depreciation. 
347, 354 

Workshops, modernization of, 58 







